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EXPORT  ASSISTANCE  FOR  SMALL  BUSINESS 


WEDNESDAY,  AUGUST  31,  1994 

House  of  Representatives, 
Subcommittee  on  Regulation,  Business 

Opportunities,  and  Technology, 

Committee  on  Small  Business, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:45  a.m.,  in  the 
Council  Chambers,  The  Metropolitan  Service  District,  600  N.E. 
Grand  Avenue,  Portland,  Oregon,  Hon.  Ron  Wyden  (chairman  of 
the  subcommittee)  presiding. 

Chairman  Wyden.  Subcommittee  will  come  to  order.  To  save 
some  time,  will  Mr.  Randolph,  Ms.  Martine,  and  Mr.  Sherburne 
please  all  come  forward. 

Today  the  Subcommittee  on  Regulation,  Business  Opportunities, 
and  Technology  will  examine  ways  to  improve  the  quality  of  export 
assistance  provided  to  small  businesses  seeking  to  export. 

Next  month  I  will  be  introducing  a  four-part  small  business 
growth  package.  A  major  part  of  that  package  will  be  a  portion  that 
will  focus  on  promoting  small  business  exports  with  special  focus 
on  manufacturing,  high  technology,  environmental  technologies, 
wood  products,  and  agriculture. 

I  think  we  recognize  that  trade  is  an  extraordinarily  important 
part  of  economic  success  in  the  Northwest.  Exports  accounted  for 
11  percent  of  Oregon's  gross  State  product  last  year,  up  from  about 
7  percent  in  1987;  and  two-way  trade  affects  more  than  one  in  five 
jobs  in  our  State.  In  Washington,  exports  accounted  for  27.6  per- 
cent of  the  gross  State  product  and  I  am  particularly  pleased  to 
have  Mr.  Randolph  here  because  his  testimony  is  going  to  particu- 
larly look  at  export  opportunities  in  the  Northwest  where  I  think 
we  can  show  the  rest  of  the  country  the  way. 

We  also  know  that  job  creation  in  trade-related  fields  is  growing 
far  more  rapidly  than  in  nontrade-related  fields  and  that  these  jobs 
often  pay  higher. 

The  fast  growing  markets  in  Asia  and  Latin  America  hold  out  a 
special  promise  for  our  economy.  I  am  pleased  to  note  that  the 
early  signs  of  NAFTA  have  been  very  encouraging  and  now  we 
ought  to  be  trying  to  build  on  them. 

The  trade  statistics,  unfortunately,  show  that  small  business  has 
not  yet  fully  shared  in  the  global  international  trade  bounty.  Ac- 
cording to  the  Commerce  Department,  only  10  percent  of  U.S.  firms 
are  regular  exporters.  A  few  large  firms  account  for  the  bulk  of 
U.S.  exports  despite  the  fact  that  90  percent  of  U.S.  companies  are 
small-  and  mid-sized  firms.  In  a  small-business  State  like  ours,  it 
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seems  to  me  that  these  numbers  cry  out  for  action  as  well  as  a 
more  aggressive  approach  toward  advocacy  for  opportunities  in  the 
small  business  sector. 

So,  today  the  subcommittee  is  going  to  hear  from  local  trade  ex- 
perts who  are  on  the  front  lines,  folks  who  are  headed  in  the  right 
direction.  At  the  outset,  let  me  set  out  a  few  basic  principles  to 
which  I  think  we  ought  to  look  in  terms  of  trying  to  promote  small 
business  exports. 

First,  assistance  to  small  companies  generally  works  better  when 
it  comes  from  State-based  sources  that  are  close  to  those  companies 
rather  than  from  Washington,  DC.  Second,  private  sector  organiza- 
tions frequently  have  better,  more  timely  information  about  which 
companies  are  ready  to  export  and  exactly  what  type  of  assistance 
they  desire.  Third,  small  businesses  clearly  do  not  have  huge 
amounts  of  time  to  wade  through  complex  government  bureauc- 
racies, so  effective  outreach  is  extremely  important.  Fourth,  for 
companies  seeking  to  export,  trade  finance  is  a  necessity  and  it  is 
important  to  look  for  ways  in  which  to  assist  the  private  sector  in 
delivering  trade  finance  in  a  useful  and  profitable  fashion. 

Today  the  Federal  Government  is  the  major  provider  of  export 
assistance,  spending  over  $3  billion  a  year.  A  quick  look  at  export 
assistance  programs  reveals  that  in  contrast  to  the  principles  that 
I  have  mentioned,  Federal  policy  favors  big  companies  over  the 
small  companies  and  is  heavily  oriented  toward  Washington,  DC. 
Moreover,  many  of  our  firms,  particularly  in  manufacturing  and 
technology  and  wood  products,  end  up  shortchanged. 

Now,  many  of  these  companies  are  what  are  known  as  gazelles, 
companies  that  are  on  the  cutting  edge  of  innovation,  driving  eco- 
nomic growth.  The  Government's  failure  to  promote  these  kinds  of 
firms  suggests  that  the  Government's  focus  is  simply  behind  the 
times. 

Beyond  this  problem  of  misplaced  focus,  Federal  programs  are 
extremely  tough  for  the  small  firms  to  access.  According  to  the 
Competitiveness  Policy  Council,  19  different  Federal  agencies  ad- 
minister over  100  different  export  assistance  programs  which  fre- 
quently overlap  and  interfere  with  each  other.  A  small  Oregon 
manufacturing  high  tech  or  wood  products  firm,  without  a  Wash- 
ington representative  to  guide  it  through  the  Washington  labyrinth 
often  gets  lost  and  frustrated  and  then  gives  up. 

A  report  by  the  Trade  Policy  Coordinating  Council  concludes,  "for 
many  small-  and  medium-sized  firms,  getting  through  the  bureauc- 
racy may  be  as  great  a  hurdle  as  foreign  market  barriers."  What 
small  business  needs  to  get  to  export  markets  is  more  organized 
and  targeted  assistance  with  clear  lines  of  responsibility,  open 
channels  of  communication,  and  focused  goals.  For  example,  State 
governments,  industry  trade  associations,  chambers  of  commerce, 
world  trade  centers,  freight-forwarding  companies  and  banks  all 
have  good  contacts  at  the  local  level  for  purposes  of  promoting  ex- 
ports. Many  are  becoming  more  active  in  providing  export  assist- 
ance but  certainly  their  resources  are  not  large  relative  to  the  bil- 
lions that  the  Federal  Government  has  been  spending. 

I  am  of  the  view  that  new  partnerships  in  which  local  providers 
offer  services  directly  to  small  businesses  and  are  supported  from 
Washington,  DC,  may  reach  more  of  these  small  businesses  more 


effectively.  Moreover,  some  form  of  Federal  program  to  get  the 
focus  out  of  Washington,  DC  and  into  local  markets  could  make 
them  more  effective.  For  example,  the  Commerce  Department's 
new  network  of  one-stop  shops  which  seeks  to  consolidate  more  as- 
sistance in  the  local  offices  may  eventually  provide  accessible,  time- 
ly, and  useful  information. 

Unfortunately  though,  even  where  there  are  models  that  are  on 
the  way  toward  developing  new  relationships  with  small  business, 
such  as  the  New  Market  Development  Cooperator  Program,  they 
have  not  been  very  effective.  There  are  only  about  five  or  six  of 
these  cooperator-model  programs  despite  the  fact  that  the  Com- 
merce Department  has  received  many  more  applications. 

So,  I  think  it  is  clear  that  there  is  more  to  do.  We  must  get  the 
message  to  the  administration  that  there  does  appear  to  be  signifi- 
cant value  in  eliminating  and  consolidating  some  of  these  agencies 
and  100-plus  export  assistance  programs.  This  message  does  not 
seem  to  have  sunk  in  yet  and  is  one  that  I  think  we  need  to  push 
hard  to  get  across. 

Finally,  let  me  conclude  that  with  the  progress  that  we  are  see- 
ing with  the  North  American  Free  Trade  Agreement,  and  with  the 
opportunity  that  will  present  itself  shortly  to  pass  the  GATT  agree- 
ment, in  which  we  will  have  yet  another  opportunity  to  cut  bar- 
riers, to  cut  tariffs  and  in  effect,  to  lower  taxes  for  small  busi- 
nesses, we  have  great  possibilities  for  Oregon  small  businesses  and 
Northwest  businesses  to  become  global  export  champions.  There- 
fore, we  wish  to  hear  more  about  specific  ways  in  which  to  bring 
that  into  the  marketplace. 

Chairman  Wyden.  I  am  very  pleased  to  have  excellent  witnesses. 
To  begin,  we  welcome  all  of  you.  We  will  make  your  prepared  re- 
marks a  part  of  the  record. 

It  has  been  the  practice  of  this  subcommittee  to  swear  all  the 
witnesses  who  come  before  us.  Do  any  of  you  have  any  objection 
to  being  sworn  in  as  a  witness? 

[Witnesses  sworn.] 

We  welcome  all  of  you.  We  will  put  your  statements  in  the 
record,  if  you  would  be  willing  to  talk  to  us  for  a  few  minutes  and, 
Mr.  Randolph,  we  are  very  pleased  that  you  could  be  with  us.  It 
seems  to  me  that  this  is  a  real  partnership  in  the  Northwest,  at 
least  in  terms  of  trying  to  tap  export  markets,  and  you  all  have 
done  some  very  good  work  in  the  State  of  Washington. 

TESTIMONY  OF  BOB  RANDOLPH,  WASHINGTON  OFFICE  OF 
COMMUNITY,  TRADE  AND  ECONOMIC  DEVELOPMENT 

Mr.  Randolph.  Representative  Wyden,  thank  you  very  much  for 
inviting  me  to  come  and  participate  in  this  very  important  hearing 
before  the  Small  Business  Subcommittee  on  ways  in  which  we  can 
improve  the  delivery  of  export  assistance  to  small  businesses. 

I  think  Washington  and  Oregon  are  in  the  same  boat  insofar  as 
it  comes  to  exports.  We  have  determined  that  Washington  needs  to 
export  in  order  to  maintain  our  traditional  standard  of  living.  I 
wouldn't  go  as  far  to  say  we  need  to  export  all  the  time,  but  we 
are  the  most  trade-oriented  State  in  the  Nation  with  one  out  of 
every  five  jobs  being  related  to  foreign  trade,  and  as  you  know 
those  trade  jobs  pay  on  average  20  percent  more  than  jobs  in  do- 


mestic — geared  solely  to  the  domestic  economy.  So,  those  are  the 
kinds  of  jobs  that  we  want  to  create  in  order  to  maintain  good  fam- 
ily wage  standards  of  living  for  Washingtonians  and  Oregonians. 

In  our  State,  2  percent  of  the  Nation's  population  does  8  percent 
of  the  Nation's  trade,  so  we  believe  that  trade  is  our  trump  card 
and  we  would  also  believe  that  we  have  got  to  do  more  to  help 
small  businesses  get  into  the  export  game.  I  and  you,  the  Federal 
Government  and  State  governments  and  various  private  sector  and 
trade  organizations,  don't  really  need  to  focus  on  the  Boeings  and 
Microsofts  and  Mentor  Graphics  of  the  world.  They  are  big.  They 
are  strong. 

They've  got  folks  that  they  can  send  to  the  export  markets  to  do 
the  requisite  marketing  intelligence.  That  is  not  where  the  focus 
necessarily  should  be.  Our  focus  should  be  on  small  businesses, 
helping  the  small  businesses  become  export-ready  and  participate 
in  the  wealth  creation  and  job  creation  of  those  export  markets  for 
us  all. 

It's  interesting  that  you  pointed  out  that  smaller  units  such  as 
States  and  ports  are  more  mobile  and  better  able  to  take  advantage 
of  trade  opportunities.  So,  I  believe  that  the  States  and  ports  are 
going  to  be  the  creators  and  engines  of  export  assistance. 

In  the  State  of  Washington,  we  have  a  comprehensive  export  as- 
sistance program.  We  provide  export  assistance  and  counseling  at 
the  State  level,  both  in  Seattle  and  outside  of  Seattle.  In  Seattle 
we  have  dedicated  trade  specialists  who  look  after  the  major  world 
markets.  We  have  personnel  who  specifically  provide  export  coun- 
seling for  markets  in  Japan,  Taiwan,  Europe,  and  what  we  call 
greater  China  and  that's  China,  Hong  Kong,  and  Taiwan,  and  in 
the  emerging  sectors,  environmental  industries,  wood  products,  and 
biotech. 

Outside  Puget  Sound,  and  let  me  say  that  we  have  recognized 
the  need  to  provide  export  assistance  to  small  businesses  and  com- 
munities outside  Puget  Sound,  particularly  in  the  timber-distressed 
communities  and  we  have  applied  for  one  of  these  Department  of 
Commerce  market  development  grants  along  with  our  Washington 
State  Department  of  Agriculture  to  set  up  a  regional  retraining  as- 
sistance network  which  will  provide  trade  counseling  in  such  cities 
as  Wenatchee,  Spokane,  Walla  Walla,  Bellingham,  and  Vancouver. 
We  think  that  we  cannot  neglect  the  small  businesses  located  out- 
side of  the  Portland  and  Seattle  metropolitan  areas. 

We  also,  Representative  Wyden,  have  a  trade  counseling  network 
abroad.  We  have  offices  in  Japan,  Taiwan,  and  in  Europe.  Begin- 
ning this  fall  we  are  going  to  be  opening  up  an  office  in  Vladivostok 
in  the  Russian  Far  East  which  we  think  in  the  long  term  rep- 
resents tremendous  opportunities  for  the  Northwest  since  we  are  1 
day  closer  sailing  to  Vladivostok  than  San  Francisco  and  Los  Ange- 
les. 

We  are  going  to  be  opening  up  an  office  in  Mexico  which  will  be 
the  foundation  for  an  environmental  initiative  that  we  are  taking 
to  promote  Washington  environmental  industries  in  Mexico.  Finally 
there  will  be  an  office  in  China.  China  is  big  and  vast  and  we 
haven't  decided  whether  that  office  should  be  in  Shanghai  or  Hong 
Kong  or  Beijing  or  Quangyo. 


So,  we  have  basically  linkages  on  the  other  side  of  the  ocean  and 
here  in  Washington  State  to  provide  both  export  assistance  coun- 
seling and  market  development  in  the  major  markets  for  Washing- 
ton products.  We  also  have  what  I  call  the  matchmaking  program 
and  that  is  founded  on  our  Washington  marketplace,  which  is  simi- 
lar to  your  Oregon  marketplace.  I  am  happy  to  say  we  had  a  great 
deal  of  cooperation  between  our  Washington  marketplace  and  Or- 
egon marketplace  and  the  whole  point  of  the  marketplace  program 
is  to  match  trade  leads  in  our  great  and  growing  foreign  markets 
with  suppliers  in  the  Northwest.  We  are  cooperating  with  Oregon 
marketplace  at  promoting  a  grant  application  by  the  Pacific  North- 
west economic  region  to  set  up  a  regional  marketplace  that  will  as- 
sist export-ready  companies  in  the  region.  That  is  not  only  Oregon 
and  Washington,  but  Idaho,  Montana,  Alaska,  and  Alberta.  We 
have  to  reach  out  and  grab  those  trade  leads  that  we  are  going  to 
need  to  export. 

So,  we  are  doing  a  lot.  We  appreciate  the  recognition  by  your  of- 
fice that  it  is  the  smaller  units,  the  States,  the  ports,  the  trade  or- 
ganizations such  as  PNWER  that  have  a  better  capability  than  the 
Federal  Government  in  many  respects  to  help  small  businesses. 

Thank  you  for  the  opportunity  to  testify.  I  look  forward  to  work- 
ing with  you  on  this  legislation. 

Chairman  Wyden.  Well,  we  look  forward  to  working  with  you, 
Mr.  Randolph.  You  are  so  right  about  getting  the  small  businesses 
into  this  effort.  I  am  just  looking  at  the  list  of  businesses  that  went 
with  Mr.  Brown,  Secretary  of  Commerce  Brown,  to  China.  If  you 
go  down  the  list  you  will  see  that  there  is  Atlantic  Richfield  of  Los 
Angeles  and  the  Fluor  Corp.  There  is  Westinghouse.  There  is 
Salomon  Brothers.  There  is  Bell  Atlantic,  Eastman  Kodak,  Federal 
Express,  Sprint,  Pitney  Bowes,  Tandem,  Chrysler,  and  TRW. 

You  just  kind  of  get  the  sense  that  these  are  all  very  important 
firms.  Neeedless  to  say,  we  are  pleased  that  they  went  with  the 
Secretary  of  Commerce,  but  you  don't  see  any  small  business  peo- 
ple. There  may  be  some  folks  here  that  I  don't  recognize,  but  cer- 
tainly it  seems  that  the  vast  majority  of  these  names  are  large 
businesses  that  were  on  this  extraordinarily  important  trade  effort. 

I  gather  that  there  was  something  like  $22  billion  of  foreign  in- 
vestment in  China  in  the  last  year  at  a  time  when  the  individual 
income  of  the  Chinese  was  still  very  modest  and  likely  to  decrease 
dramatically.  We  have  got  some  great  opportunities,  but  as  you 
said,  we  have  got  to  get  the  small  business  folks  into  the  act. 

By  unanimous  consent  I  am  going  to  put  this  list  of  folks  who 
went  with  Secretary  Brown  to  China  into  the  record  because  I 
think  it  is  somewhat  revealing  as  to  the  challenge  we  have  got  in 
front  of  us. 

[The  information  may  be  found  in  the  appendix.] 

Mr.  Randolph.  Representative  Wyden,  I  would  like  to  make  a 
comment. 

Chairman  Wyden.  Sure. 

Mr.  Randolph.  I  don't  want  to  be  too  critical  of  Secretary  Brown 
because  maybe  at  that  level  the  Federal  Government  can  provide 
more  assistance  to  the  big  Fortune  500  companies  but  when  Gov- 
ernor Lowry  went  to  China  that  April,  he  took  Rolling  Farms, 
which  was  a  hops  grower  from  Eastern — from  the  mountains  who 


wants  to  sell  hops  to  Chinese  beer  manufacturers.  We  signed  some 
contracts.  We  took  some  apple  growers  interested  in  putting  our 
apples  in  China.  When  we  went  to  Japan,  we  took  a  small  value- 
added  wood  products  firm  from  Tacoma. 

So,  at  the  State  level,  governors  can  do  a  lot  toward  opening 
doors  because  in  Asia  particularly  business  is  seen  as  a  govern- 
ment-to-government entity  and  the  more,  again,  the  State  govern- 
ments get  involved,  the  more  that  it  helps  small  business. 

Chairman  Wyden.  I  think  that  is  a  very  good  point.  As  you 
know,  Secretary  Brown  has  worked  with  this  committee  on  many 
issues  and  has  addressed  a  number  of  them  extremely  well.  I  think 
what  we  want  to  do  is  to  set  out  a  model  along  the  lines  about 
what  you  are  talking,  which  is  to  balance  out  the  equation.  It  is 
only  going  to  come  if  Government  recognizes  that  in  the  past,  too 
often  these  small  businesses  have  been  overlooked. 

In  our  State,  for  example,  when  you  are  finished  covering  a 
handful  of  big  businesses  such  as  Techtronics,  Weyerhaeuser,  and 
Nike,  you  have  exhasted  the  large  business  sector.  We  are  dis- 
proportionately a  small-business  State.  So,  the  question  is  not 
whether  the  large  businesses  should  or  shold  not  be  involved.  You 
want  them  actively  involved  because  many  of  the  small  businesses 
supply  those  large  businesses  as  well. 

What  we  want  to  do  is  make  sure  that  we  get  the  small  busi- 
nesses into  the  act,  as  you  all  have  with  those  such  as  those  such 
as  the  hop  growers,  your  apple  people,  and  all  of  these  kind. 

We  thank  you  for  your  excellent  statement.  I  will  have  some 
questions  here  in  a  moment. 

Let's  go  now  to  Ms.  Martine.  Welcome. 

TESTIMONY  OF  HANNAH  MARTINE,  OREGON  ECONOMIC 
DEVELOPMENT  DEPARTMENT 

Ms.  MARTINE.  Thank  you  for  the  opportunity  to  be  here.  Let  me 
speak  briefly  to  some  of  the  services  that  we  provide  to  small-  and 
medium-sized  companies.  Here  in  Oregon  we  consider  a  small  com- 
pany to  be  a  company  that  does  between  $2  and  $25  million  every 
year. 

We  provide  a  one-on-one  service  to  these  small  companies.  We 
help  them  through  the  process  of  understanding  what  their  export 
capability  is.  We  help  them  analyze  the  feasibility,  helping  them 
find  out  whether  they  have  a  place  in  a  certain  marketplace, 
whether  they  could  be  successful,  helping  them  to  decide  on  a  mar- 
ket entry  plan,  and  helping  them  with  the  implementation  of  that 
plan  which  means  that  through  our  Offices  of  Professional  Rela- 
tionships in  the  countries  where  we  operate,  we  help  them  get  into 
the  distribution  channels  they  need  to  be  in. 

We  also  use  other  services  like  the  Small  Business  Program, 
which  has  been  a  wonderful  service  for  us.  At  the  International 
Trade  Division  we  service  five  markets  and  those  markets  are  Ger- 
many, Japan,  Korea,  Taiwan,  and  Mexico.  In  Taiwan,  Korea,  and 
Japan  we  actually  have  offices.  In  Mexico  and  Germany,  we  have 
contractual  relationships  with  market  research  firms  which  help  us 
to  do  the  feasibility  studies.  The  Small  Business  International 
Trade  Program  has  expertise  in  other  countries  that  we  cannot 
service  and  so  they  have  been  a  wonderful  resource  for  us  not  only 


helping  them  into  those  countries  but  also  providing  education.  The 
Agricultural  Department  works  very  closely  together  with  us.  We 
service  part  of  the  key  industries  and  the  Agricultural  Department 
does  the  others. 

We  also  work  together  with  the  Port  of  Portland.  They  are  very 
important  source  for  us.  As  a  matter  of  fact,  in  Korea,  we  share  an 
office  there  with  the  Port  of  Portland.  We  work  for  the  key  indus- 
tries, and  I  can  speak  for  Germany  on  that  because  that  is  my  mar- 
ket. The  key  industries  are  the  high  tech  software  and  secondary 
wood  products  which  are  really  main  industries  for  Oregon. 

We  help  companies  take  a  look  at  this  market.  We  help  them  re- 
duce the  costs  of  doing  business  there  because  entering  into  the 
market  is  extremely  expensive  and  also  increases  the  risk  for  our 
companies.  So,  by  providing  a  feasibility  study,  the  company  can 
evaluate  whether  they  can  justify  the  risk  or  not. 

Some  of  the  companies  in  Oregon  we  realize  do  indirect  exporting 
to  those  large  companies  who  have  opportunities  through  Federal 
grants  and  that  is  when  they  approach  us  and  say,  well,  I  have 
been  selling  through  Techtronics,  I  have  been  selling  my  software 
utility  into  Japan,  but  how  could  I  go  to  Germany  or  France?  Then 
they  come  to  us  and  we  help  them. 

We  also  do  an  active  outreach  program  because  our  State  is  quite 
large,  our  industries  are  spread  out.  We  do  this  by  looking  at  an 
area,  making  a  list  of  all  the  businesses  and  making  appointments 
and  talking  to  the  businesses  so  they  know  what  services  are  avail- 
able. 

We  work  very  closely  with  our  Federal  programs  here  as  well. 
We— through  my  program  I  have  used  the  gold  key  service  of  the 
U.S.  Department  of  Commerce  several  times  and  it  has  worked 
very  well  for  my  clients.  We  also  at  our  World  Trade  Center  we 
have  all  of  those— all  of  these  tools  in  one  building.  We  have  De- 
partment of  Commerce,  some  private  contractors,  our  department, 
and  other  services  available.  In  Mexico,  our  Mexican  tradeoffice 
works  very  closely  with  the  SBA  and  the  Small  Business  Inter- 
national Trade  Program  to  get  companies  into  Mexico  during  trade 
missions.  That  has  really  helped  companies  save  money  because  of 
these  programs. 

The  kind  of  assistance  that  we  have  found  out  are  very,  very  im- 
portant to  Oregon  companies  is  access  to  information.  It  is  really 
critical  that  when  a  company  needs  to  know  something  that  they 
don't  have  to  call  15  or  20  different  numbers,  that  when  they  call 
one  number  we  will  be  able  to  help  them. 

Also  introduction  to  the  proper  distribution  channels  is  very  im- 
portant. Distributors'  representatives,  agents  or  maybe  access  to 
being  able  to  do  a  joint  venture  is  very  important.  Because  we  are 
a  State  agency  and  using  also  the  Federal  programs,  we  have — 
those  services  are  door  openers,  they  get  the  companies  there  a  lot 
quicker  because  the  company  is  still  small  and  might  not  have  a 
market  reputation  yet  on  the  international  market.  Those  services, 
it  is  very,  very  important  that  the  companies  have  access  to  the 
markets. 

Also  there  are  individuals  who  can  provide  hands-on  experience, 
like  oftentimes  we  will  through  the  Chamber  of  Commerce  or  inter- 
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national  trade  councils,  people  who  are  experts  will  give  speeches 
and  companies  will  be  able  to  get  some  assistance  through  that. 

The  advantages  of  the  Federal  programs  that  we  have  found  is 
that  the  U.S.  Department  of  Commerce  has  offices  everywhere  and 
they  have  a  wonderful  network  of  information  available  to  us,  that 
is  information  that  we  can  help  small  companies  access. 

They  might  not  think  about  calling  or  realizing  that  there  is  a 
U.S.  Department  of  Commerce  office  in  Taiwan  or  in  China  or  any- 
place else  in  the  world.  But  we  know  that  and  we  work  very  closely 
together  with  the  U.S.  Department  of  Commerce.  The  U.S.  Depart- 
ment of  Commerce  has  wonderful  resources  like  the  National  Trade 
Data  Bank  which  we  use  and  which  our  companies  also  use  and 
we  sometimes  use  that  information.  That  is  a  first  step  of  the  fea- 
sibility, saying,  yes,  that  industry  does  exist  in  that  certain  market 
and,  yes,  we  can  find  out  if  you  can  have  a  market  share  over 
there. 

The  service  that  we  provide  different  from  the  Federal  services 
is  that  we  can  do  a  one-on-one  service  with  the  client.  We  can  work 
with  the  small  company  and  walk  them  through  the  process  of 
doing  their  first  international  sales.  The  U.S.  Department  of  Com- 
merce doesn't  have  that  capability.  We  work  as  just  kind  of  like  a 
temporary  international  marketing  staff  to  a  client  company.  Once 
they  have  gone  through  the  process  and  they  have  seen  some  reve- 
nue from  an  international  market,  then  they  can  hire  their  own  in- 
ternal people  to  service  those  markets. 

We  also  think  that  the  industry  associations  are  very,  very  im- 
portant to  the  international  marketing  efforts  because  there  has  to 
be  an  industry  understanding  and  industry  associations  definitely 
provide  that.  Our  key  industries  program  here  in  State  has  made 
a  huge  effort  to  establish  those  industry  associations  and  that  is  a 
tool  that  the  companies  can  use  also  to  get  information. 

Our  suggestion  would  be  the  U.S.  Department  of  Agriculture  has 
a  wonderful  market  promotion  program  and  we  think  it  would  be 
wonderful  if  the  U.S.  Department  of  Commerce  could  come  up  with 
something  similar  that  really  addresses  the  issue  from  an  industry 
point  of  view  and  that  is  very,  very  important.  Oftentimes  with 
market  promotion  program,  the  Ag  Department  will  work  together 
with  the  industry  association  and  that  has  worked  very,  very  well 
in  the  State  of  Oregon. 

We  have  the  example  of  the  Western  Wood  Products,  the  Oregon 
Wheat  League,  the  Oregon  Potato  Commission,  and  the  American 
Pilot  Association.  These  people  have  been  very  successful  in  the 
international  market  looking  at  the  industry  and  evaluating  to  see 
if  there  are  market  opportunities  for  local  small  companies. 

We  also  think  it  would  be  very  wonderful  if  the  industry  associa- 
tions could  submit  proposals  to  the  Federal  Government  and  maybe 
get  matching  grants.  Again,  this  program  here,  I  think  you  men- 
tioned it  earlier,  it  is  the  Market  Development  Cooperator  Program 
is  a  wonderful  tool  that  could  be  expanded  and  could  be  used  where 
we  could  facilitate  that  and  include  it  in  our  program. 

So,  that  is  what  I  came  to  say.  Thank  you 

Chairman  Wyden.  Very  good.  Thank  you.  I  will  have  some  ques- 
tions in  a  moment.  Mr.  Sherburne,  welcome. 


TESTIMONY  OF  STEVE  SHERBURNE,  PACIFIC  NORTHWEST 
ECONOMIC  REGION 

Mr.  Sherburne.  Very  good.  Representative  Wyden,  thank  you 
for  having  me.  I  am  Steve  Sherburne.  I  am  regional  manager  of  Or- 
egon Marketplace,  which  is  a  statewide  nonprofit  program  in  the 
State  of  Oregon  on  a  contract  basis  with  the  State  of  Oregon.  I  am 
here  to  represent  the  Pacific  Northwest  Economic  Region  and  to 
give  an  example  of  a  cooperative  venture  in  export  assistance  that 
involves  a  number  of  different  partners  from  different  venues. 

As  a  matter  of  background,  PNWER  is  in  its  5th  year  since  in- 
ception. As  you  stated,  with  the  passage  enactment  of  NAFTA,  the 
hoped-for  passage  of  GATT,  the  APEC  meeting  in  Seattle  last  year, 
the  Pacific  Northwest  is  extraordinarily  well-positioned  to  the  ac- 
cess foreign  markets  in  the  Pacific.  Especially  since  the  economic 
region  as  PNWER  is  establishing,  it  is  five  U.S.  States,  two  Cana- 
dian provinces  which  represent  16.3  million  consumers,  which  is 
very  attractive  to  companies  looking  to  trade  access  to  markets. 

PNWER  is  an  organization  comprised  of  leading  legislators  from 
each  of  the  participating  States,  which  are  Alaska,  Oregon,  Wash- 
ington, Idaho,  and  Montana,  as  well  as  the  governors  of  the  prov- 
inces and  a  growing  private  sector  participation  which  is  very  im- 
portant. It  focuses  on  eight  primary  areas  right  now  with  working 
groups  addressing  environmental  technology,  tourism,  recycling, 
timber,  work  force  training,  and  export. 

In  the  1993  Trade  Promotion  Coordinating  Committee's  report  to 
the  President,  they  stated:  "We  are  also  considering  an  experi- 
mental effort  to  forge  a  relationship  with  a  major  regional  organi- 
zation such  as  the  Pacific  Northwest  Economic  Region,  PNWER. 
Becoming  a  major  player  in  the  global  marketplace  often  requires 
substantial  populations.  Through  a  cooperative  initiative  with  a 
group  such  as  PNWER,  the  TPCC  could  leverage  its  resources 
broadly,"  which  I  couldn't  endorse  as  being  strong  enough. 

As  Mr.  Randolph  noted,  PNWER  submitted  a  grant  for  a  trade 
information  system  that  is  a  product  being  organized  in  cooperation 
with  the  Oregon-Washington  marketplace  and  is  envisioned  to  in- 
clude all  five  of  the  U.S.  States  and  potentially  the  two  Canadian 
provinces.  The  way  this  system  will  work  is  that  we  will  receive 
trade  leads  electronically  into  a  database  of  Pacific  Northwest  busi- 
nesses that  will  have  close  to  400,000  business  records  at  its  full 
implementation.  The  leads  will  come  in,  be  electronically  matched, 
and  then  immediately  faxed  out  to  those  companies  within  24- 
hours  real  time.  As  you  so  accurately  stated,  in  international  com- 
merce, time  is  of  the  essence.  Just  having  an  opportunity  in  front 
of  a  small  business  is  a  tremendous  improvement. 

The  system,  in  addition,  will  not  only  deliver  a  list  of  trade  op- 
portunities to  a  small  business  in  Oregon,  Washington,  Idaho,  or 
Montana,  it  will  also  provide  a  list  of  technical  assistance  programs 
tied  most  closely  to  the  types  of  opportunities  that  appear  on  that 
RFP,  so  that  the  business  can  look  at  the  opportunities.  If  they 
have  questions  or  need  information,  right  there  in  that  same  form 
will  be  the  names  and  contact  information  for  close,  at-hand  tech- 
nical assistance  programs. 

In  addition,  if  that  business  record  in  the  database  indicates  that 
they  would  be  interested  in  accessing  Joint  Partners  for  Joint  Ven- 
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tures,  co-bidding  or  flexible  networks,  that  information  will  be  in 
the  database  and  if  that  opportunity  shows  up  and  it  is  distributed 
to  them  the  names  of  those  businesses  and  their  contact  informa- 
tion will  also  appear  to  facilitate  the  access  to  those  opportunities. 
For  many  small  businesses  they  will  not  be  able  to  effectively  ac- 
cess an  opportunity  on  their  own.  They  need  to  find  partners  to 
make  it  a  true,  real  opportunity. 

It  is  important  to  note  that  the  participants  in  putting  this  sys- 
tem together  cover  a  broad  range.  As  I  said,  PNWER  has  solic- 
ited— is  soliciting  grant  funds  into  the  Market  Cooperator  Develop- 
ment Program.  Each  of  the  particular  States  will  have  to  buy  into 
the  system  and  then  businesses  will  be  required  to  pay  for  some 
future  additional  information  or  to  access  some  types  of  opportuni- 
ties. It  is  our  hope  in  the  long  run  these  systems  will  be  self-sup- 
porting. 

In  Oregon  we  see  this  type  of  information  as  giving  us  an  incred- 
ible tool  to  use  with  small  businesses  just  in  our  State  beyond  what 
will  happen  region-wide.  As  a  program  that  has  had  a  histor>  of 
getting  opportunities  into  the  hands  of  small  businesses,  not  trying 
to  do  technical  assistance  themselves,  but  get  businesses  with  those 
technical  programs  that  will  already  exist,  we  are  going  to  be  able 
to  better  serve  domestic  opportunities. 

We  are  going  to  be  able  to  better  distribute  public  sector  procure- 
ment opportunities  and  we  are  going  to  be  able  to  go  to  Oregon 
businesses  that  are  growing  and  help  them  to  identify  what  their 
needs  will  be  in  way  of  resources,  suppliers,  to  facilitate  their 
growth  and  help  them  find  them  ahead  of  the  curve  of  their  growth 
so  they  have  what  they  need  to  hopefully  encourage  a  generation 
of  wealth  along  with  the  creation  of  jobs. 

I  really  can't  add  much  more  to  what  Ms.  Martine  and  Mr.  Ran- 
dolph said  other  than  I  appreciate  your  comments  incredibly.  I 
think  you  are  right  on  target.  I  think  that  there  was  always  the 
sense  that  you  had  to  turn  to  one  entity  to  do  everything  for  you 
and  I  think  in  the  new  world  you  really  look  for  partners  and 
whether  it  is  a  Federal  Government  program,  State-funded,  non- 
profit, or  a  for-profit  venture,  we  need  to  keep  focused  on  attaining 
the  goal  in  the  most  cost-effective  way  and  not  worrying  so  much 
about  who  the  partners  are  as  long  as  they  are  honorable. 

Chairman  Wyden.  Well,  thank  you  all  for  your  excellent  testi- 
mony and  I  just  have  a  few  questions  for  you,  so  maybe  I  will  start 
with  this. 

It  seems  to  me  that  the  Federal  Government  has  the  most  in  the 
way  of  resources  but  is  not  doing  as  well  in  terms  of  the  actual  on 
the  ground  network,  the  kind  of  contacts  you  have,  and  the  involve- 
ment with  private  associations. 

For  you  all,  it  is  just  the  opposite.  You  are  not  as  flush  with  dol- 
lars and  resources,  but  you  are  in  better  shape  with  having  the 
hands-on  contact  with  private  organizations. 

What  can  be  done  to  better  bring  these  two  together? 

Let  me  start  with  that  and  start  with  you,  Mr.  Randolph. 

Mr.  Randolph.  Well,  I  think  two  things  and  I  do  believe  it  is  im- 
portant for  the  Federal  Government  to  remain  active  in  opening 
markets  and  I  think  it  is  my  example  of  Mexico  and  our  environ- 
mental initiative. 
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The  Federal  Government  has,  through  the  President's  environ- 
mental export  policy,  targeted  Mexico  as  an  area  where  we  want 
to  export  environmental  technologies,  both  to  help  Mexico  make  the 
jump  to  sustainable  development  and  to  create  high-paying  envi- 
ronmental technology  jobs  in  the  Northwest. 

I  think  up  to  this  point  nothing  has  really  happened.  There  has 
to  be  an  on  the  ground-mission  there  to  start  opening  doors  and 
say  let's  get  going.  We  understand  there  is  $8.8  billion  under 
NAFTA  to  move  ahead  with  environmental  cleanup  in  Mexico.  We 
don't  see  anything  happening.  So,  we  on  the  ground  in  Washington 
State  know  that  we  have  got  environmental  companies  that  have 
the  technologies  that  are  exportable.  We  are  opening  up  our  office 
in  Mexico.  We  do  have  cooperation  from  the  Small  Business  Asso- 
ciation and  from  the  International  Trade  Administration,  but  I 
think  there  has  to  be  more  frontal  assault  on  that  market  that  we 
are  not  seeing  at  the  moment.  So,  there  is  a  role  for  the  Federal 
Government  to  play  and  a  role  for  State  Government  to  play  be- 
cause we  are  closer,  as  you  pointed  out,  to  the  companies  that  are 
export-ready. 

Chairman  Wyden.  Ms.  Martine,  the  Federal  Government  has  got 
the  resources  but  is  not  so  great  in  terms  of  the  network.  You  all 
have  the  network  and  are  not  so  great  in  terms  of  resources. 

What  do  we  do  to  bring  the  two  together? 

Ms.  Martine.  Well,  again,  I  do  want  to  mention  that  the  U.S. 
Department  of  Commerce  foreign  offices  are  very,  very  important 
to  us.  Those  are  the  people  who  I  call  when  I  need  to  get  informa- 
tion, especially  the  local  people.  For  instance  in  Germany  there  are 
German  nationals  who  will  have  an  understanding  of  the  industry. 
That  is  a  very,  very  important  network  for  us. 

What  we  see  that  the  U.S.  Department  of  Commerce  could  do  is 
work  very  closely  with  industry  associations  on  an  industry  level 
because  we  have  local  chapters  of  these  industry  associations  here 
who  understand  what  small  businesses  need.  What  small  busi- 
nesses need  is  access  to  information  and  access  to  distribution 
channels. 

Industry  associations  are  very  experienced  and  very  good  at 
doing  research  because  they  generally  have  the  volunteer  resources 
and  manpower  to  do  that.  To  have  some  matching  grants  or  match- 
ing money  from  the  Federal  .Government  would  be  a  wonderful, 
wonderful  tool  to  bring  Federal  money  into  the  State  on  the  local 
level  because  our  program  would  then  closely  work  together  with 
the  industry  associations  and  the  U.S.  Department  of  Commerce 
and  that  has  worked  in  other  industries  before  and  on  other  levels 
and  that  just — I  can't  overemphasize  that,  access  and  the  money  to 
obtain  the  right  information  and  the  right  contacts. 

Chairman  Wyden.  How  would  such  a  matching  grant  program 
work,  Ms.  Martine,  in  your  view,  if  the  Federal  Government  was 
to  get  more  involved  in  something  like  this? 

Ms.  Martine.  An  industry  association  here,  I  might  use  the  soft- 
ware association  here.  They  might  look  at  their  the  kinds  of  soft- 
ware companies  which  are  here  in  the  State  and  a  lot  of  software 
companies  here  in  the  States  produce  engineering  tools,  utilities 
that  a  software  engineer  will  use  to  program  his  specific  software 
or  his  chip  or  his  mainframe  computer  or  whatever.  To  say,  now, 
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if  we  get  all  of  these  utility  companies  or  tool  companies  together 
and  choose  a  market,  Mexico  or  Germany,  is  there  a  place  for  Or- 
egon software  utility  products  in  Mexico?  The  industry  association 
could  submit  a  proposal  to  a  Government  agency  and  have  some 
matching  money  from  the  industry  association  and  ask  the  Federal 
Government  to  provide  a  match  fund  to  do  research. 

Chairman  Wyden.  How  much  in  terms  of  the  Federal  share  in 
something  like  this  would  be  needed  to  make  a  difference? 

Ms.  Marttne.  How  much  percentage-wise? 

Chairman  Wyden.  No.  How  much  money? 

Ms.  Martene.  How  much  money? 

Chairman  Wyden.  $50,000,  $100,000,  or  $150,000? 

Ms.  Martine.  For  a  very  thorough  market  study,  I  would  put 
aside  at  least  $100,000.  That  is  a  very,  very  thorough  looking  at 
an  industry. 

Chairman  Wyden.  So  what  you  are  saying  is  to  look  at  one  in- 
dustry in  the  Northwest,  such  as  software,  the  Federal  Government 
would  take  $100,000  of  its  current  $3  billion  that  it  is  now  spend- 
ing and  use  it  differently,  use  that  $100,000  differently.  If  at  the 
State  level  the  software  folks  put  up  $100,000,  they  would  do  some- 
thing like  this  jointly. 

Your  view  is  that  that  would  get  information  about  export  oppor- 
tunities to  small  software  companies  out  faster  than  is  being  done 
today? 

Ms.  Martine.  Absolutely. 

Ms.  Martine.  May  I  just  mention  that  if — now,  I  am  dreaming, 
OK,  but  if  such  a  program  were  available,  I  would  want  to  see  that 
for  all  13  Oregon  key  industries.  I  wouldn't  want  to  take  one  indus- 
try and  make  that  money  available.  I  would  want  it  to  be  available 
to  all  industries  and  of  course  the  other  issue  is  I  don't  know  where 
that  money  would  come  from. 

Chairman  Wyden.  It  is  a  zero-sum  game  out  there.  The  Federal 
Government  is  running  a  big  deficit,  so  it  would  have  to  come  from 
the  $3  billion  that  is  now  allocated  to  exports.  We  are  talking  about 
how  do  you  squeeze  this  thing  into  something  more  efficient.  What 
you  have  said  really  is,  in  a  sense,  $100,000  for  software. 

You  have  got  13  industries,  key  industries  so  we  would  be  talk- 
ing about  the  Federal  Government's  share  of  $1.3  million  matched 
by  $1.3  million  in  the  private  sector.  You  have  $2.6  million  that 
would  be  spent  differently  than  it  is  being  done  today  in  the  export 
promotion  area. 

If  you  were  standing  up  at  a  town  hall  meeting  like  the  one  I 
am  going  to  tomorrow  night  in  Northeast  Portland,  and  someone 
said  OK,  Ron,  you  want  to  do  this  differently  in  terms  of  export 
promotion,  what  are  you  going  to  get  for  this  $2.6  million,  how 
would  you  answer  that  question? 

Ms.  Martine.  You  would  get  critical  information  on  how  to  ac- 
cess a  market  in  an  efficient  sort  of  way,  to  save  money  on  a  State 
level,  to  save  money  even  on  the  industry  level. 

Chairman  Wyden.  Well,  I  am  going  to  want  to  follow  up  on  what 
you  all  suggest. 

Mr.  Randolph,  do  you  support  this? 

Mr.  Randolph.  I  would  like  to  give  a  specific  example.  In  Se- 
attle, in  Washington  State  we  have  the  Center  of  Industry,  Trade, 
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and  Forestry.  It  is  a  partnership  between  the  State  of  Washington, 
industry,  and  the  University  of  Washington,  and  it  does  exactly 
what  Ms.  Martine  would  like  to  do  in  Oregon. 

It  does  market  research  on  the  great  emerging  forestry  markets 
in  the  world  and  particularly  the  advanced  wood  products  markets 
and  for  example,  if  somebody  comes  into  our  office  and  wants  to 
know  what  are  the  opportunities  in  the  Russian  Far  East  on 
emerging  markets,  we  couldn't  even  go  in  there  5  years  ago, 
CenTraFor  has  five  papers  on  that  market  so  the  information  is 
there. 

Chairman  Wyden.  So  the  State  of  Washington  would  support 
doing  the  kind  of  things  Ms.  Martine  is  talking  about? 

Mr.  Randolph.  Absolutely. 

Chairman  Wyden.  That  is  kind  of  interesting.  You  just  do  the 
math  a  little  bit.  The  Federal  Government  has  $3  billion  in  export 
promotion.  We  are  talking  about  something  based  on  what  Ms. 
Martine  was  talking,  that  would  have  a  Federal  share  of  $1.3  mil- 
lion as  well  as  the  State  and  local  industry  groups  which  also  have 
$1.3  million.  If  you  take  just  the  Federal  Government's  share  at 
$1.3,  multiply  that  by  the  number  of  States,  and  maybe  even  allo- 
cate people,  you  are  talking  about  under  $200  million  in  terms  of 
the  Federal  share,  based  on  what  Ms.  Martine  has  described  and 
you  have  agreed,  Mr.  Randolph.  This  method  could  squeeze  more 
value  out  for  small  businesses.  So,  for  under  $200  million,  nation- 
wide, out  of  the  $3  billion  fund  for  export  promotion  that  Ms. 
Martine  has  described,  you  all  agree  that  it  could  really  make  a  dif- 
ference. 

So,  I  am  going  to  want  to  follow  this  up  with  you.  Obviously  this 
is  all,  in  a  sense,  seat-of-the-pants  kind  of  math,  and  it  will  only 
be  effective  if  you  can  get  into  these  concrete  examples  of  how  we 
might  go  about  doing  it  differently. 

Mr.  Sherburne,  let's  get  you  into  this,  too.  Start  with  the  premise 
I  have  given  that  the  Federal  Government  has  dollars  but  not  so 
many  networks  while  the  States  have  better  networks  but  not  so 
many  dollars,  and  then  tell  me  how  you  think  we  might  fuse  them 
together. 

Mr.  Sherburne.  Well,  I  have  to  agree  with  what  has  already 
been  said,  but  I  would  like  to  add  something  and  that  is  that  we 
found  that  there  is  no  better  learning  environment  for  business 
than  when  they  have  an  opportunity,  a  live  opportunity  in  front  of 
them  and  they  are  motivated  to  learn. 

The  PNWER  grant  application  to  the  Federal  Government  on  the 
market  grant  program  is  good  and  we  hope  that  happens.  That  pro- 
gram, that  grant  program  is  an  excellent  one.  I  think  that  if  the 
Federal  Government  will  listen  and  invest  in  State  and  local  initia- 
tives, such  as  Hannah  Martine  has  described,  would  be  a  tremen- 
dous improvement,  but  I  also  would  hope  that  there  would  be  a 
way  for  small  business  assistance  programs — we  find  there  are 
many  small  businesses  less  than  $2  million  that  can't  export  and 
do  get  value  out  of  export  assistance  programs,  in  particular 
through  the  Japanese  External  Trade  Organization  that  we  have 
worked  with  to  get  small  Oregon  company  products  into  the  Japa- 
nese market. 
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I  would  hope  there  would  be  a  way  to  get  assistance  to  the  Small 
Business  International  Trade  Program  here  in  Oregon  that  is  run 
by  Tom  Nyland,  the  Export  Assistance  Center  in  Seattle,  and  Ber- 
nard Murray's  Pacific  Northwest  Export  Assistance  Program  that 
has  also  applied  for  some  grants. 

These  are  programs  that  can  focus  on  those  small  businesses 
that  also  are  in  the  niches.  Maybe  they  don't  belong  to  an  industry 
association.  Maybe  they  are  sitting  out,  as  one  can  put  it,  out  in 
the  middle  of  nowhere  and  you  need  to  get  out  to  them  and  give 
them  an  opportunity  because  a  lot  of  these  small  businesses  out 
there  just  don't  believe  that  anybody  is  going  to  help  them  do  any- 
thing. 

We  have  to  get  people  out  there  or  make  it  easy  for  them  to  ac- 
cess the  type  of  assistance  that  has  been  described  and,  frankly,  I 
don't — I  support  market  research  and  identifying  markets,  but  my 
bent  coming  from  Oregon  Marketplace  is  nothing  beats  a  live  op- 
portunity in  the  hand  of  a  business. 

Chairman  Wyden.  Well,  with  regard  to  the  live  opportunity  ex- 
ample about  which  you  are  talking,  one  of  the  things  that  has  been 
interesting,  and  the  theory  has  always  been,  that  on  these  trade 
missions,  we  have  one  of  our  influential  leaders  take  off,  traipse  all 
over  the  world,  and  visit  with  all  of  these  people.  Would  it  make 
sense  to  take  some  of  the  dollars  that  are  spent  going  to  them,  and 
instead,  bring  them  to  us.  Bring  them  to  meetings  here  on  the 
ground  with  our  small  businesses?  Is  that  something  of  which  you 
think  there  ought  to  be  more? 

Mr.  Sherburne.  Certainly  that  is  happening  with  some  relation- 
ships we  have  with  programs  where  product  specialists  by  foreign 
government-sponsored  programs  would  come  through  Oregon  and 
they  will  meet  with  small  businesses  with  the  goal  of  exposing  U.S. 
products  from  small  businesses  into  their  markets. 

Chairman  Wyden.  That  way  a  small  business  that  lives  in 
Gresham  could  meet  with  somebody  in  Salem  rather  than  with 
somebody  in  China. 

Mr.  Sherburne.  Absolutely.  I  mean,  I  understand  there  is  a 
place  for  high  level  discussions,  but  I  know  that,  as  you  so  well  de- 
scribed, it  tends  to  benefit  big  business  which  maybe  doesn't  need 
the  kind  of  assistance  that  you  have  talked  about  and  that  we  have 
talked  about  this  morning.  You  need  nuts  and  bolts  connections, 
buyers  or  somebody  who  can  represent  a  buyer  meeting  with  an 
Oregon  company;  decisionmakers. 

Chairman  Wyden.  Let  me  ask  the  three  of  you,  the  Trade  Policy 
Coordinating  Council  is  on  record  as  saying  that  they  need  to  work 
to  create  and  expand  formal  lines  of  communication  between  State 
and  Federal  export  promotion  entities. 

Let  us  say  that  they  were  here  today  and  you  could  give  them 
your  counsel  as  to  how  they  could  go  about  doing  what  they  have 
identified,  to  their  credit,  as  something  that  needs  to  be  done. 

What  would  you  suggest  to  them,  Mr.  Randolph? 

Mr.  Randolph.  I  would  suggest  to  them  that  there  are  some  or- 
ganizations already  in  place  at  the  State  level  that  they  could  uti- 
lize to  help  promote  the  Federal  policies  that  they  have  enunciated 
and  I  would  like  to  turn  to  Mr.  Schrage's  very  good  written  testi- 
mony and  he  has  pointed  out— this  has  been  I  think  reaffirmed  by 
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Mr.  Sherburne — that  there  is  an  export  assistance  center  in  Wash- 
ington State  that  provides — in  fact,  provided  export  assistance  and 
trade  finance  assistance  to  Washington  exporters,  but  I  think  there 
has  been  some  cross-border  assistance  also. 

I  am  pleased  to  say  there  was  a  lot  of  cooperation  between  Or- 
egon and  Washington,  but  the  Trade  Policy  Coordinating  Council 
could  take  that  export  assistance  center  and  make  that  the  trade 
finance  center  or  the  new  one-stop  shop. 

In  Seattle  we  have  got  an  organization  in  place  that  knows 
Northwest  businesses.  We  do  not  need  to  create  another  bureauc- 
racy to  undertake  this  important  work  in  trade  finance. 

Chairman  Wyden.  What  would  you  suggest,  Ms.  Martine? 

Ms.  Martine.  I  would  probably  just  agree  with  the  same  thing. 
We  don't  need  to  spend  any  more  money  in  administration  of  pro- 
grams that  are  already  in  place  and  it  wouldn't  take  a  whole  lot 
to  just  restructure  a  little  bit  and  have  programs  like  matching 
funds  be  administered  through  the  offices  which  are  already  estab- 
lished. 

We  do  work  very,  very  closely  with  the  U.S.  Department  of  Com- 
merce and  one  of  the  things  that  is  going  through  my  mind  right 
now  is  the  fear  thinking  if  we  take  whatever  $2.2  billion  or  what- 
ever it  is — $2.6  million  out  of  the  U.S.  Department  of  Commerce 
budget,  are  then  offices  closing  down,  offices  that  we  really,  really 
need  because  they  provide  information  for  us  because  they  are  part 
of  our  information  network  which  we  need  to  make  small  busi- 
nesses successful  so  that  is  kind  of — but  if  those  offices  could  be 
used  to  be  more  involved  with  the  industry  associations  and  pro- 
vide assistance  and  money  for  market  research  and  market  access. 

I  also  want  to  add  when  we  do  market  research  oftentimes  oppor- 
tunities arise,  actual  trading  opportunities  arise  from  that  market 
research  without  that  being  the  actual  target  so  small  companies 
do  benefit  even  if  they  don't  have  the  money  to  do  the  research. 

Chairman  Wyden.  What  we  are  interested  in  and  what  we  have 
heard  a  lot  of  support  for  is  getting  more  of  the  money  out  of  Wash- 
ington, DC  and  on  the  ground  locally,  in  a  way  that  will  be  flexible 
enough  for  you  all  to  do  your  useful  work  rather  than  have  it  come 
with  275  strings  and  hooks  and  ladders.  So,  that  is  what  is  at  the 
heart  of  this. 

How  about  you,  Mr.  Sherburfte? 

Mr.  Sherburne.  Well,  it  all  sounds  real  good  to  me.  I  have  to 
agree  with  what  Mr.  Randolph  and  Ms.  Martine  said  with  ref- 
erence to  the  Export  Assistance  Center  and  my  reference  to  Small 
Business  International  Trade  Program.  There  are  very  good  pro- 
grams in  each  State  that  with  some  additional  resources  would  be 
able  to  network  and  potentially  enhance  similar  programs  in  other 
States  and  form  cooperative  relationships  so  they  are  not  duplicat- 
ing what  each  other  is  doing,  but  perhaps  supplementing  what 
each  other  is  doing  with  specialties  but  supplementing,  perhaps, 
and  so  you  can  actually  expand  the  reach  of  some  existing  pro- 
grams into  new  States  and  requiring  the  new  States  to  provide 
some  matching  funds. 

Chairman  Wyden.  All  right.  You  all  have  been  excellent. 

Anything  further  you  wish  to  add,  the  three  of  you? 
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All  right.  In  recognition  of  the  allergy  season,  we  are  going  to 
take  a  5  minute  break.  We  will  reconvene  in  5  minutes. 

[Recess.] 

Chairman  Wyden.  Let's  have  it  again  here.  We  are  going  to  hear 
from  Mr.  Wade,  Mr.  Hunt,  and  Mr.  Skoda.  All  right.  We  do  swear 
all  of  our  witnesses  who  come  before  our  subcommittee. 

Do  any  of  you  gentlemen  have  any  objection  to  being  sworn? 

Please  rise  and  raise  your  right  hands. 

[Recess.] 

Chairman  Wyden.  We  will  make  your  prepared  remarks  a  part 
of  our  hearing  record  in  their  entirety.  I  think  it  would  be  helpful 
if  you  took  5  minutes  each  and  just  talked  to  us.  I  know  it  is  al- 
ways sort  of  congenitally  in  us  to  read  everything  to  each  other,  but 
if  you  would  take  just  5  minutes  or  so  and  talk. 

Why  don't  we  start  with  you,  Mr.  Wade.  I  appreciate  your  help. 

TESTIMONY  OF  LARRY  WADE,  SOFTWARE  ASSOCIATION  OF 

OREGON 

Mr.  Wade.  Thank  you. 

I  am  here,  representing  the  Software  Association  of  Oregon  on 
behalf  of  Ken  Maddox,  who  is  the  executive  director.  I  am  a  volun- 
teer with  the  organization  and  also  a  private  management  consult- 
ant in  the  State  focusing  in  the  software  industry. 

The  software  industry  is  fairly  large  and  diversified  in  the  State 
of  Oregon.  It  was  organized  about  5  years  ago  with  significant  help 
from  the  State  funding  when  the  Software  Association  of  Oregon 
was  founded.  It  now  represents  about  500  companies  and  it  now 
has  five  chapters  throughout  the  State. 

It  started  in  Portland,  expanded  into  Corvallis,  Eugene,  Bend, 
and  Medford.  We  think  there  are  about  1,200  companies  in  the 
State  producing  software.  I  am  sorry  to  say  I  don't  know  the  num- 
ber of  employees,  but  it  represents  quite  a  sizable  population  of 
people. 

It  is  an  industry  characterized  by  rapid  growth  and  great  diver- 
sity. I  saw  2  years  ago  an  economic  report  from  the  State  of  Wash- 
ington that  characterized  Washington  as  the  14th  largest  producer 
of  software  in  the  country  and  Oregon  right  behind  it  at  number 
15.  We  think  we  are  about  30,000  companies  in  the  United  States 
producing  software. 

In  Oregon,  about  60  percent  of  the  companies  are  in  the  Portland 
area.  The  other  40  obviously  are  spread  throughout  the  State.  The 
industry  is  not  represented  totally  by  the  Software  Association.  The 
American  Electronics  Association  Chapter  in  the  State  of  Oregon 
also  has  a  significant  influence  in  representing  the  activities  of  the 
industry. 

Most  of  the  companies  are  small  and  fit  below  the  threshold  that 
Hannah  Martine  described.  The  companies  are  characteristically 
less  than  five  employees  and  therefore  are  below  the  $2  million 
threshold,  yet  there  is  still  quite  a  bit  of  export  potential  and  activ- 
ity within  these  companies  themselves.  The  problems  are  very 
characteristic  of  small  companies,  being  lack  of  management,  lack 
of  markets,  lack  of  capital.  I  don't  think  those  at  all  are  unique  to 
the  software  industry. 
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What  is  unique  is  a  very  rapidly  changing  marketplace  where  the 
information  is  literally  changing  month  by  month  and  the  pro- 
grams that  are  available  through  Federal  programs,  while  useful, 
are  largely  outdated  and  very  difficult  to  use  for  more  than  just 
general  calibration  of  what  is  going  on.  So,  the  big  problem  is  find- 
ing access  not  only  to  information,  but  I  characterize  the  hierarchy 
as  information,  knowledge  and  wisdom.  There  is  a  lot  of  informa- 
tion around,  some  knowledge,  but  hardly  any  wisdom.  The  problem 
is  until  you  really  get  down  to  boiling  down  and  distilling  informa- 
tion when  you  don't  have  very  much  to  offer. 

We  are  very  impressed  with  the  State  programs,  those  managed 
by  Glen  Ford  where  Hannah  Martine  works.  Those  have  been  quite 
effective,  although  limited.  The  amount  of  funds  available  to  them 
have  been  limited.  We  have  been  impressed  with  the  program, 
though,  and  we  encourage  them  when  Federal  funds  do  become 
available  to  continue  to  work  through  that  organization. 

The  Software  Association  has  not  had  many  programs  for  export 
assistance.  About  2  years  ago,  State  money  to  what  was  then  called 
the  Oregon  Trade  Marketing  Center  was  available.  We  ran  a  Euro- 
pean export  assistance  training  seminar  that  impacted  about  50 
companies  and  cooperated  with  both  and  State  and  Federal  agen- 
cies to  do  quite  a  bit  of  training  but  ongoing  funding  was  not  avail- 
able for  that. 

I  think  maybe  one  of  the  questions  that  was  asked  was  what 
other  programs  might  be  available  that  represent  good  information 
that  would  benefit  the  State  industry.  There  is  an  organization  na- 
tionally called  the  Software  Publishers  Association  that  publishes 
an  international  resource  guide  that  in  my  opinion  is  really  ex- 
traordinary. It  is  updated  quarterly.  It  is  available  to  member  com- 
panies of  the  Software  Publishers  Association. 

That  represents  a  significant  fraction  of  the  software  industry, 
those  folks  in  the  personal  computer  industry.  It  is  also  representa- 
tive of  the  lot  of  the  kind  of  information  around.  It  is  there  but  no- 
body knows  about  it  or  if  they  know  about  it,  they  can't  afford  it, 
so  even  a  simple  thing  like  providing  a  thousand  dollar  subscrip- 
tion to  achieve  access  to  that  kind  of  information  would  go  a  long 
way  to  assisting  small  companies  to  get  very  valuable  information. 

Another  example  in  the  private  sector  basis  is  there  are,  particu- 
larly one,  but  there  are  several  large  companies  that  specialize  in 
providing  export  assistance  that  have  been  very  effective  and  so 
there  are  also  private  industries  not  only  public  ones. 

In  the  area  of  recommendation,  the  real  key  one  is — I  guess  I 
take  a  contrary  view  to  your  idea  of  decentralizing.  We  live  in  an 
age  of  information  access  and  the  much-vaunted  information 
interhighway  does  represent  a  significant  new  capability  that  is 
particularly  appropriate  for  the  software  industry  because  people 
who  are  participants  in  the  industry  generally  have  on-line  access. 
They  are  comfortable  with  it  and  they  can  get  access  to  it  very 
quickly. 

Rather  than  moving  resources  out  of  Washington,  I  would  sug- 
gest moving  them  to  Europe  or  Asia,  putting  them  in  the  countries 
that  focus  on  an  industry-by-industry  basis  and  then  provide  elec- 
tronic access  to  it.  That  is  the  on-line  information  source  that  you 
want.  While  it  is  useful  to  have  face-to-face  contact  with  people  in 
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Oregon,  really  what  you  want  is  knowledgeable  people  and  infor- 
mation at  the  site  that  you  really  care  to  go  to  and  it  is  shortening 
that  capability  I  think  that  is  really,  really  key. 

The  other  recommendation  is  to  get  beyond  basic  exporting  infor- 
mation, generic  information,  and  getting  down  to  industry  specific 
guidelines.  The  American  Electronics  Association  in  Japan  pro- 
duced a  very  valuable  document  called  Soft  Landing  in  Japan 
which  is  specifically  designed  to  help  software  companies  get  on  the 
shores  and  get  established  in  Japan.  What  is  needed  is  soft  landing 
in  Mexico,  soft  landing  in  Europe,  soft  landing  in  the  Newly  Inde- 
pendent States,  et  cetera,  where  these  are  very  focused,  very  spe- 
cific guidelines  that  would  help  get  really  down  to  the  essence  of 
what  n as  to  happen. 

I  think  those  kinds  of  programs  are  largely  done  by  cooperation 
within  companies  largely — large  computer  companies  like  Apple, 
Digital  Equipment,  or  IBM  with  all  hosts  of  supporting  countries 
in  the  actual  territories  that  are  actually  motivated  to  help  simu- 
late those  markets,  and  with  support  from  the  Federal  Government 
I  think  those  things  could  become  quite  a  viable  set  of  programs. 

Thank  you  very  much. 

Chairman  Wyden.  Thank  you.  Excellent  testimony. 

I  want  to  make  sure  I  am  understanding  this  because  I  have  al- 
ways thought  of  on-line  services  as  very  complementary  to  what  I 
have  been  interested  in,  which  is  to  get  things  out  of  Washington 
DC,  where  I  don't  see  a  lot  of  small  businesses  coming  in  and  get- 
ting access  to  this  service. 

If  we  were  to  get  it  out  of  Washington  DC  and  have  a  State  and 
Federal  agency,  local  Federal  agency  partnerships,  and  then  con- 
nect with  computers  and  information  systems  overseas,  wouldn't 
we  then  have  the  best  of  both  worlds? 

Mr.  Wade.  We  probably  would.  I  guess  I  am  advocating  a  slightly 
different  orientation.  We  did  a  survey  2  years  ago  when  we  ran  the 
European  program  here  in  the  State  and  that  is  the  biggest  form 
of  help  companies  wanted  was  self-help.  They  appreciated  the  Fed- 
eral and  State  programs  but  they  realized  that  a  lot  of  contem- 
porary knowledge  existed  in  the  experience  of  the  individual  com- 
panies themselves  and  the  problem  was  linking  the  companies,  not 
linking  the  Federal  or  State  government  programs. 

So,  electronic  access  really  is  an  important  part  of  an  infrastruc- 
ture concept  which  is  to  provide  electronic  mail  access  to  participat- 
ing companies  within  the  State  of  Oregon  because  people — there 
are  a  lot  of  people  participating  in  foreign  markets  and  yet  we  don't 
know  who  they  are,  we  don't  know  what  their  expertise  is  and  to 
expand  that  to  a  regional  area — there  are  Washington  companies, 
you  can  obviously  generalize  that  to  other  companies  across  the 
country — and  so  this  electronic  infrastructure  becomes  very  impor- 
tant. 

Within  Oregon  we  have  started  an  experimental  project  called 
Oregon  Telecom  which  is  linking  a  few,  but  hopefully  soon  all  13 
key  industries,  to  provide  electronic  networking  among  the  partici- 
pating companies.  What  I  was  advocating  was  extending  that  to 
providing  resources  in  the  foreign  markets  that  could  also  be  on- 
line within  those — that  same  electronic  community  and  shortening 
the  communication  paths  and  getting  direct  access  to  it. 
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Chairman  Wyden.  Well,  your  suggestions  to  the  on-line  connec- 
tion are  very  sensible  and  we  are  going  to  follow  them  up.  I  think 
it  is  an  attractive  idea.  I  want  it  understood  that  I  am  interested 
in  getting  some  of  what  seems  to  be  unnecessarily  bureaucratic,  out 
of  Washington  DC  and  back  here  at  the  local  level.  I  want  it  to  be 
done  in  a  way  that  is  complementary  to  what  you  are  talking  about 
in  terms  of  getting  information  and,  frankly,  if  that  is  the  best  way 
to  help  a  lot  of  folks,  technology-driven  software  and  other  kinds 
of  industries,  maybe  they  don't  even  need  anything  at  the  State, 
even  local  level,  in  terms  of  hands-on  services,  which  presumably 
will  free  up  more  for  the  small  businesses  that  do.  So,  your  sugges- 
tion is  a  good  one. 

We  are  going  to  pursue  it  closely  with  you,  Larry,  because — in 
fact,  you  were  all  present  at  one  of  our  other  hearings,  and  your 
proposals  were  not  laid  out  quite  as  well  as  they  were  today  and 
we  will  follow  it  up. 

Anything  you  would  like  to  add,  further  say? 

Mr.  Wade.  No,  thank  you. 

Chairman  Wyden.  Let's  move  on  to  Mr.  Hunt. 

TESTIMONY  OF  BOB  HUNT,  WESTERN  WOOD  PRODUCTS 
ASSOCIATION 

Mr.  Hunt.  Thank  you.  Congressman  Wyden,  at  least  this  time 
we  are  not  standing  out  on  a  rainy  lumber  dock,  we  are  inside. 

Chairman  Wyden.  That  is  right. 

Mr.  Hunt.  I  am  the  president  of  Western  Wood  Products  Associa- 
tion and  WWPA  is  a  trade  association  that  represents  lumber  man- 
ufacturers in  the  12  Western  States  and  Alaska.  Our  membership 
is  a  range  of  large,  medium,  and  small  operators  and  our  principal 
services  cover  quality  standards,  business  information,  and  market- 
ing support. 

International  trade  represents  a  small  but  an  important  section 
of  our  business  and  as  a  group  of  our  volunteers  and  members,  we 
want  to  provide  the  services  that  they  need  to  help  them  in  these 
complex  markets. 

These  markets  offer  some  unique  challenges  to  us  for  some  time 
because,  for  one  thing,  our  industry  is  probably  one  of  the  most  ef- 
ficient lumber  producers  in  the  world.  We  are  capable  of  being  the 
most  efficient  producer.  However,  sometimes  our  ability  to  compete 
in  markets  is  hampered  by  unnecessary  regulations,  restrictions 
and  a  user  unawareness  of  our  problems  and  sometimes  these  pe- 
nalize our  products  in  favor  of  domestic  products  in  the  foreign 
area. 

We  believe  that  we  can  be  very  competitive  in  that  market  but 
we  must  be  equally  judged  and  we  ask  for  a  level  playing  field  and 
that  is  some  places  where  the  Government  gives  us  assistance. 

Improving  access  to  foreign  markets  has  been  kind  of  a  key  re- 
sponsibility for  my  group  for  almost  3  decades.  When  it  first  start- 
ed out  they  were  more  on  a  project-by-project  basis  and  we  didn't 
really  have  a  common  strategy.  Thirty  years  ago  I  guess  it  wasn't 
really  necessary. 

In  1969,  we  made  our  first  contact  with  the  Foreign  Agriculture 
Service  to  create  a  unified  and  a  more  long  term  marketing  strat- 
egy and  we  followed  this  up  with  specific  programs  that  were  at 
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that  time  cospon sored  by  the  Pacific  Northwest  Regional  Commis- 
sion which  got  it  back  to  a  more  local  basis. 

But  for  the  better  part  of  the  last  15  years,  we  have  worked  very 
closely  with  the  Foreign  Agriculture  Service  to  build  an  effective 
program  in  the  international  markets  and  that  group  has  been  a 
very  integral  part  in  maintaining  our  industry's  presence  in  key 
international  markets.  With  their  help,  we  operate  offices  in  Japan, 
Australia,  the  United  Kingdom,  the  Mediterranean  region,  and  just 
new  this  year  in  Mexico. 

Along  with  FAS,  lumber  producers  in  the  southern  United  States 
share  in  the  funding  of  these  programs.  It  is  impossible  in  the  time 
we  have  this  morning  to  list  all  of  the  activities,  but  I  would  like 
to  cite  a  couple  of  recent  examples  that  might  show  what  is  going 
on. 

Two  years  ago,  out  of  our  Tokyo  office,  we  became  the  only  Amer- 
ican lumber  grading  agency  to  earn  foreign  testing  organization 
status  in  Japan  and  this  allows  us  to  certify  our  member  mills  to 
grade  to  Japanese  agricultural  standards  and  we  have  recently  cer- 
tified two  mills  here  in  the  West  who  say  that  that  is  helping  them 
increase  their  image  and  business  in  Japan  and  they  are  also  get- 
ting inquiries  from  their  manufactured  home  people  who  need  that 
JAS  stamp  on  their  product. 

We  have  been  active  in  Australia  in  trying  to  introduce 
multistoried  structures  of  wood.  This  fall  we  will  have  the  first 
demonstration  project  going  there  of  three  stories  that  will  put 
wood  products  into  another  market. 

These  are  just  two  examples  of  how  FAS  has  helped  us  with  the 
industry.  We  believe  that  this  partnership  is  an  effective  use  of  our 
tax  dollars  to  maintain  an  increased  trade. 

We  also  have  enjoyed  the  assistance  of  various  State  trade 
groups  and  the  Department  of  Commerce  in  our  international  mar- 
keting efforts.  Their  field  offices  have  provided  detailed  information 
on  foreign  markets  which  is  really  essential  when  you  start  your 
planning  of  activities.  I  believe  representatives  like  Congressman 
Wyden  and  other  of  our  representatives  have  sponsored  major  re- 
search projects  in  markets  that  have  been  helpful. 

The  Commerce  Department  has  always  included  industry  partici- 
pation in  formulating  U.S.  trade  policy  through  its  industry  sector 
advisory  committee  process.  This  has  allowed  our  industry  to  pro- 
vide our  perspective  on  wood  trade  issues  and  who  are  very  active 
and  supportive  of  the  NAFTA  and  the  GATT  negotiations. 

Again,  we  believe  the  export  assistance  offered  through  the  For- 
eign Agriculture  Service,  the  Commerce  Department  and  the  other 
U.S.  agencies  is  an  effective  use  of  tax  dollars.  These  can  be  further 
enhanced  with  better  government  coordination  to  avoid  unneces- 
sary duplication.  In  that  vein,  maybe  the  Trade  Policy  Coordinating 
Committee  can  come  up  with  some  real  fixes  or  some  new  direc- 
tions. We  don't  think  it  needs  new  tax  dollars. 

I  believe  the  first  thing  that  came  to  our  attention  from  this  co- 
ordinating committee  that  they  were  going  to  cut  out  all  the  ICE 
acts  and  the  ICE  acts  are  voluntary.  They  pay  their  own  way  and 
I  don't  think  that  would  have  saved  very  many  tax  dollars.  We 
think  we  are  getting  good  value  now  through  the  programs  that  are 
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there.  They  don't  need  to  be  enlarged  but  perhaps  they  could  be 
better  coordinated. 

Thank  you. 

Chairman  Wyden.  Well  said,  and  we  will  have  some  questions 
in  a  minute,  Mr.  Hunt. 

Mr.  Skoda,  welcome. 

TESTIMONY  OF  PAUL  SKODA,  OREGON  ENVIRONMENTAL 
TECHNOLOGIES  ASSOCIATION 

Mr.  Skoda.  Thank  you.  I  am  going  to  do  my  best  to  keep  in  my 
time  allotment  here  so  I  am  going  to  do  some  reading. 

Congressman  Wyden,  staff,  invitees,  I  appreciate  the  opportunity 
to  voice  views  on  improving  the  delivery  of  export  assistance  to  the 
small  Oregon  businesses.  I  am  Paul  Skoda,  general  manager  of 
Cascade  Earth  Sciences,  a  small  Oregon  business,  and  for  a  num- 
ber of  years  board  member  of  Oregon's  Environmental  Technology 
Association. 

Small  businesses  in  the  State  of  Oregon  represent  the  essence  of 
economic  vitality  in  this  State.  The  rest  of  the  State's  economy 
rises  and  falls  on  the  tide  of  their  fortune.  Business  giants  may 
well  send  shock  waves  through  the  system  but  it  is  the  small  busi- 
ness sector  that  has  the  mass  to  absorb  and  heal  major  disloca- 
tions. 

Major  Government  contributions — large  governments  can  con- 
tribute to  and  help  in  the  successful  service  to  the  small  business 
sector.  It  will  sustain  and  carry  government  on  successful  courses 
when  it  does  that.  There  are  counter-currents  to  small  business. 
The  concept  of  bigger  is  better,  a  siren  call  heard  both  in  public 
service  and  in  private  industry.  However,  business  agility,  creativ- 
ity, growth  and  overall  social  stability  are  to  be  found  in  the  hulls 
of  Oregon's  small  business  vessels.  So,  this  hearing  is  aimed  at  the 
right  target. 

Small  businesses  have  a  world  full  of  their  own  peculiar  prob- 
lems: Erratic  cash  flow,  thin  operating  margins,  talent  cast  over  a 
very  wide  range  of  difficulties — some  of  those  created  by  legislative 
bodies — sorting  out  new  technologies,  weak  asset  bases,  unattrac- 
tive sales  set  for  lenders,  recruiting  squalls,  marketing  reefs,  and 
never  enough  time  to  make  .all  the  adjustments  that  a  good  and 
sound  business  skipper  knows  he  needs  to  make. 

So,  what  can  be  done  to  assist  these  harried  small  businesses 
that  have  pulled  out  their  maps  and  they  are  thinking  of  charting 
a  course  for  foreign  ports?  Counseling  is  certainly  in  order.  Foreign 
trade  counseling  by  those  who  have  weathered  the  storms  both  suc- 
cessfully and  unsuccessfully  is  needed.  This  can  be  delivered  in  a 
number  of  media:  Print,  sound  disk,  videotape,  seminars,  what 
have  you.  But  it  has  to  be  presented  so  thpt  it  can  be  absorbed  by 
very  busy  people  who  are  active  at  dousing  fires  as  they  go  along. 

Can  small  businesses  use  assistance?  You  can  bet  your  last  dol- 
lar on  that.  Their  last  dollar  is  probably  already  on  the  table. 

Now,  this  is  important.  The  assistance  that  they  receive  must  ap- 
preciate. These  small  businesses  are  high  risk  sailors.  They  win 
and  they  lose.  That  assistance  must  be  prepared  to  go  on  with  good 
honest  losses  as  well  as  good  honest  wins. 
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The  Federal  Government  has  foreign  connections  through  many 
of  its  agencies  to  cost-effectively  provide  the  invaluable  resources: 
Explanation  of  foreign  business  idiosyncrasies,  currency  trans- 
actions, insurance  channels,  trade  connections,  cultural  pref- 
erences, customs  and  tariffs  assistance.  Most  Federal  agencies 
would  rather  deal  with  a  few  big  businesses  to  accomplish  trade  ob- 
jectives if  the  alternate  choice  is  a  mixed  fleet  of  small  businesses. 
To  a  lesser  extent,  the  same  approach  prevails  at  State  levels,  but 
they  don't  have  as  wide  a  pool  of  bigger  enterprises  to  deal  with 
and  are  forced  into  the  pool  of  smaller  businesses  to  pursue  their 
objectives. 

European  and  some  Asian  entrepreneurs  enjoy  very  aggressive 
home  government  programs  and  their  support.  These  may  rep- 
resent cultural  variances  that  our  social  policies  would  not  tolerate. 

However,  our  Government  might  be  willing  to  help  business  or- 
ganizations, OETA,  for  instance,  and  others  create  an  international 
electronic  bulletin  board  on  which  foreign  businesses  and  Oregon 
businesses  could  hack  out  deals.  I  have  got  it,  you  need  it,  let's  do 
a  deal. 

This  could  cut  through  layers  of  intermediaries  and  substantially 
reduce  transaction  time  and  costs.  But  it  is  going  to  take  a  good 
deal  of  sophistication  to  interject  into  that  system  the  kind  of  legal 
assistance,  trade  assistance,  and  financial  assistance  that  is  re- 
quired for  a  deal  to  come  down. 

I  was  talking  with  Charlie  Alcott  here  this  morning  about  this 
same  issue.  Electronics  is  not  enough  on  its  own.  The  comment 
that  was  brought  up  earlier  about  bringing  foreign  entrepreneurs 
to  these  shores  is  on  the  mark.  They  need  to  meet  people,  we  need 
to  meet  people.  Businessmen  are  not  going  to  talk  in  a  vacuum  and 
prior  contacts  and  the  emotional  rapport  is  important  to  make  high 
tech  work. 

Threading  this  kind  of  device  through  the  barriers  on  either  end 
would  take  some  doing,  but  I  believe  it  is  worth  a  try.  The  world 
of  environmentally  oriented  business  is  still  primarily  driven  by 
regulation.  This  will  change  if  the  economic  benefits  of  managing 
environmentally  sound  businesses  evidences  itself. 

As  we  strive  to  eliminate  waste,  waste  of  time,  waste  of  capital, 
waste  of  resources,  waste  of  energy,  waste  of  chemicals,  we  are  im- 
proving the  economic  bottom  line  for  all  businesses.  Our  industry 
is  not  only  focused  on  ecological  concerns  but  also  the  health  of  our 
society's  economic  environment. 

Government  has  been  at  the  causative  end  of  much  of  society's 
environmental  disruption.  I  find  it  heartening  that  Government  is 
prepared  to  redress  these  problems  both  at  home  and  abroad.  I  fur- 
ther believe  that  our  government  can  grasp  the  opportunities  to 
support  and  nourish  not  only  ecological  remediation  but  also  eco- 
nomic revitalization.  This  will  occur  as  objectives  are  developed  in 
harmony  with  private  sector  environmental  and  trade  associations. 

Small  business  goals  for  a  healthier  quality  of  life  throughout  our 
whole  society  are  common  to  all  of  us.  Charting  the  course  that  we 
both  must  follow  is  a  challenge  and  together  I  believe  we  can  do 
it. 

Thank  you. 
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Chairman  Wyden.  Thank  you  very  much,  Mr.  Skoda.  I  admired 
your  nautical  analysis  early  on.  You  have  many  fine  suggestions, 
some  of  which  are  similar  to  what  you  offered  up,  Mr.  Wade,  in 
terms  of  trying  to  use  on-line  information  services.  We  are  going 
to  follow  that  up  with  both  of  you. 

Here  is  a  description  of  the  Federal  Government's  plan  for  im- 
proving the  information  they  get  from  overseas  posts.  I  am  going 
to  read  it  to  you  and  then  ask  what  you  think.  This  is  a  quote. 

"At  the  beginning  of  the  year,  the  Commerce  Department  will  re- 
quest all  agencies  to  submit  their  country  information  needs  to  be 
addressed  in  the  country  commercial  guides.  These  requests  will  be 
culled  to  eliminate  duplications,  forwarded  to  all  U.S.  embassies 
using  a  standard  format  for  information  reporting.  The  country 
commercial  guide  would  incorporate  into  one  document  information 
previously  reported  in  economic  trend  reports,  country  marketing 
plans,  overseas  business  reports,  and  trade  and  investment  bar- 
riers reports." 

That  is  the  plan  for  getting  information  from  overseas  posts. 
Now,  you  all  want  something  that  is  timely,  focused  and  customer 
driven.  What  is  your  assessment  of  what  I  just  read  to  you? 

Mr.  Wade.  Giving  you  my  reaction,  it  is  probably  an  improve- 
ment but  probably  not  enough.  I  am  very  impressed  with  the  De- 
partment of  Commerce  product  called  National  Trade  Data  Bank. 
It  is  CD-ROM,  published  monthly.  That  does  have  a  tremendous 
amount  of  information  and  has  good  news  and  bad  news.  The  good 
news  is  it  is  monthly,  it  is  available,  it  is  accessible.  The  bad  news 
is  the  information  is  not  very  timely  at  all  by  the  time  it  gets — 
wends  its  way  through  that  system.  My  guess  is,  as  I  interpret 
these  comments  here,  it  will  improve  the  information  timeliness, 
but  still  not  enough. 

From  the  software  industry's  perspective,  we  are  really  not  one 
industry,  we  are  many  industries.  The  well-known  software  compa- 
nies have  produced  word  processors  as  an  example  or  database  pro- 
grams, those  are  examples  of  horizontal  software.  Most  software 
companies  these  days  are  very  niche  oriented,  they  are  producing 
software  for  vertically  oriented,  very  specific  applications.  It  doesn't 
help  to  have  a  generic  market  study  on  a  CAD  market  because  peo- 
ple were  now  producing  very  specific  CAD  products  and  the  overall 
information  is  just  not  very  useful.  Our  problem  is  how  to  get  spe- 
cific knowledge  about  segments  and  getting  it  constantly  accessible. 

Chairman  Wyden.  Bob,  what  do  you  think? 

Mr.  Hunt.  Well,  what  you  have  read  sounded  very  bureaucratic 
to  me  and  I  am  not  on  the  field  to  access  that  information.  I  think 
our  people  may  make  use  of  it  and  any  way  it  can  be  improved 
would  be  better. 

Chairman  Wyden.  Mr.  Skoda. 

Mr.  Skoda.  Depends  on  how  user  friendly  it  is.  That  is  a  nice  de- 
scription of  lots  of — the  ultimate,  I  think,  utility  is  in  the  user 
friendly  approach  so  that  if,  for  instance,  Congressman  Wyden,  you 
are  a  farmer  in  Oregon  and  I  am  a  tractor  producer  in  China,  and 
we  are  on  the  line  and  it  turns  out  that  you  want  some  filberts  or 
whatever  I  have  got  to  offer  and  I  can  absorb  a  couple  of  tractors 
from  you,  would  that  system  bring  up  and  tell  me  what  the  legal 
problems  are  going  to  be  in  bringing  tractors  this  way  and  in  flow- 
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ing  filberts  the  other  way  and  will  they  help  steer  us  through  those 
issues?  If  that  occurs,  I  think  you  have  got  something  that  is  going 
to  work,  but  if  it  is  just — if  it  doesn't  have  the  resources,  easily 
available  and  relatively  accurate,  I  don't  see  that  it  will  bear  a  lot 
of  fruit. 

Chairman  Wyden.  If  you  read  the  first  three  sentences,  the  first 
three  lines,  you  will  see  that  beginning  of  the  year  Commerce  will 
request  all  agencies  to  submit  their  country  information  needs  to 
be  addressed  in  country  commercial  guides. 

I  want  to  make  sure  we  are  doing  something  that  is  customer 
driven  rather  than  top  down.  When  you  say  Commerce  will  request 
all  agencies,  we  are  talking  about  something  that  is  going  to  have 
this  Washington  focus,  but  what  I  want  to  do  is  try  to  make  it  bot- 
toms up  rather  than  top  down  and  that  is  why  things  like  these 
are  more  in  communications  services.  The  best  of  both  worlds  is 
when  you  make  the  conveyor  belt  available  and  then  people  can 
sample  and  take  from  it  what  they  want,  and  then  you  can  ensure 
that  you  do  have  that  bottoms  up  involvement,  f  at  the  same  time 
you  have  a  role  for  the  Federal  Government  in  setting  them  up, 
that  really  is  constructive  and  more  timely. 

If  you  all  don't  have  anything  further  you  want  to  add,  I  will  ex- 
cuse you.  It  has  been  very  helpful  and  we  are  going  to  work  closely 
with  you. 

Thank  you. 

Our  next  panel:  Mr.  Tom  Lowles,  Bill  Schrage,  and  Frank  Dausz 
from  George  S.  Bush. 

Gentlemen,  we  thank  all  of  you.  Thank  you  for  your  patience  in 
sitting  for  a  couple  of  hours.  I  have  had  a  chance  to  work  with 
some  of  you  in  the  past. 

It  is  the  practice  of  our  subcommittee  to  swear  all  the  witnesses 
who  come  before  us.  Do  any  of  you  have  any  objection  to  being 
sworn? 

[Witnesses  sworn.] 

Chairman  Wyden.  We  will  put  your  prepared  remarks  into  the 
record  in  their  entirety.  Why  don't  you  take  5  minutes  each  to 
begin.  Mr.  Lowles,  why  don't  we  begin  with  you? 

TESTIMONY  OF  TOM  LOWLES,  OREGON  BANKERS 
ASSOCIATION 

Mr.  Lowles.  Thank  you,  Congressman  Wyden.  I  am  here  rep- 
resenting the  Oregon  Bankers  Association  and  we  appreciate  the 
opportunity  to  discuss  the  financing  today.  I  am  going  to  confine 
my  remarks  to  that  aspect. 

As  has  been  stated,  Oregon  is  a  State  of  small  businesses.  Those 
small  businesses  are  increasingly  interested  in  international  trade 
and  financing  is  often  the  key  to  them  successfully  completing  their 
export  sales.  From  a  banker's  perspective,  financing  smaller  compa- 
nies in  export  transactions  can  be  difficult  and  there  are  several 
reasons  that  we  identified.  Smaller  firms  tend  to  be 
undercapitalized.  They  lack  sufficient  collateral.  They  lack  a  his- 
tory of  probable  operations,  perhaps  a  lack  of  a  track  record  or  ex- 
perience. 
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Further  analyzing  and  structuring  a  financial  program  for  these 
companies  can  be  time  consuming  and  can  be  difficult  to  put  to- 
gether successfully. 

Further,  export  transactions  have  been  viewed  by  bankers  as 
being  riskier  than  domestic  transactions,  in  part  because  the  collat- 
eral is  often  located  overseas  where  it  is  difficult  to  gain  access.  Be- 
cause of  these  reasons,  we  have  looked  to  the  Exim  Bank  and  the 
SBA  for  support. 

I  want  to  talk  about  those  two  programs  briefly.  The  Exim  Bank 
offers  several  loan  guaranty  and  insurance  programs  that  have 
been  around  for  some  time.  The  short  term  insurance  program  is 
probably  the  most  widely  used  program  here  in  Oregon  by  busi- 
nesses both  large  and  small.  Oftentimes  banks  will  require  credit 
insurance  prior  to  financing  a  company's  foreign  accounts  receiv- 
able. Further,  some  banks  in  Oregon  have  utilized  the  insurance 
program  of  the  Exim  Bank  to  insure  their  customers'  receivables  as 
a  way  to  further  market  their  particular  financing  and  as  a  way 
to  help  their  customers  and  also  using  firm  letters  of  credit. 

Experience  with  those  programs,  Mr.  Chairman,  have  been  favor- 
able. The  working  capital  guarantee  program  which  was  estab- 
lished about  1982,  is  a  program  that  is  very  applicable  to  Oregon 
because  of  the  benefit  primarily  to  smaller  companies.  However,  in 
our  experience  there  has  been  limited  usage  here  in  Oregon  of  this 
program. 

In  looking  at  that,  several  reasons  come  to  mind.  One  is,  to  begin 
with,  probably  lack  of  knowledge  on  the  part  of  the  business  com- 
munity and  the  bankers  about  various  aspects  of  that  program.  We 
have  noted  at  times  that  Exim  Bank's  underwriting  standards  ap- 
pear to  be  about  as  strict  as  they  are  for  a  commercial  bank,  so 
they  call  into  question  why  do  we  need  Exim  Bank  if  we  can  do 
it  ourselves.  The  monitoring  or  control  requirements  of  these  pro- 
grams can  make  them  less  attractive  to  the  banks. 

The  requirement  that  goods  insured  or  get  financed  under  the 
programs  must  be  at  least  51  percent  U.S.  content  increasingly  can 
become  a  problem  as  more  and  more  companies  source  from  over- 
seas, incorporate  those  products  into  their  products,  and  then  reex- 
port them.  The  fees  that  Exim  Bank  charges  for  their  insurance 
and  guaranty  programs  can  be  fairly  high,  at  least  in  some  small 
exporters'  point  of  view,  particularly  when  those  small  exporters 
are  working  on  thin  margins.  Exim  Bank's  response  time  is  often 
longer  than  desired  because  of  the  time  and  distance  and  again 
they  are  in  Washington.  That  is  where  all  the  credit  approval  is 
handled,  therefore  that  makes  their  program  perhaps  seem  less  ac- 
cessible. 

On  the  other  hand,  Exim  Bank's  guarantee  which  has  been  for 
100  percent,  that  is  very  attractive.  We  understand  that  is  chang- 
ing to  90  percent  under  a  harmonization  program  with  the  SBA 
starting  October  1st.  Also  the  lack  of  a  upper  limit  on  the  amount 
of  their  guarantee  is  attractive.  Exim  Bank  is  also  changing  their 
program  some  to  make  it  more  user  friendly.  They  have  a  preferred 
lender  program.  They  are  delegating  some  authority.  These  moves, 
we  think,  are  going  to  be  beneficial  and  help  utilize  and  gain  better 
access  to  their  programs. 
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The  medium-term  loan  and  insurance  programs  have  had  little 
use  here  in  Oregon  I  think  in  part  because  those  programs  are 
aimed  at  medium — capital  goods  manufacturers  of  which  there  are 
not  a  lot  in  Oregon.  Overall,  though,  we  believe  Exim  Bank's  pro- 
grams are  very  necessary  and  they  fill  an  important  need  not  met 
elsewhere. 

The  SBA  is  a  very  important  vehicle  here  locally  for  supporting 
export  finance.  They  are  easily  accessible.  They  are  familiar  with 
the  local  banks.  They  are  familiar  with  guaranteeing  loans  to  small 
businesses.  They  provide  rapid  response.  However,  their  export 
loan  guarantee  program  also  has  not  been  widely  used.  We  think 
that  is  going  to  change,  in  fact,  is  changing  now. 

They  have  designated  a  full-time  staff  member  here  in  Oregon 
who  deals  with  international  trade.  They  have  been  making  an  out- 
reach effort  first  to  the  banks  and  then  to  the  business  community 
to  explain  their  programs.  Further,  they  have  revised  their  export 
revolving  line  of  credit  program  to  make  it  I  think  much  more  usa- 
ble for  small  companies. 

They  are  now  emphasizing  financing  transactions  and  their  view 
of  credit  risk  is  also  changing  somewhat.  They  are  focusing  on  the 
transaction.  If  the  transaction  has  enough  profit  in  the  deal,  then 
they  will  look  to  guaranteeing  it  even  though  the  company  may  be 
rather  highly  leveraged. 

A  potential  problem  with  the  SBA  is  their  limit  is  $750,000.  If 
a  small  Oregon  company  that  has  an  SBA  loan,  say,  for  domestic 
reasons  for  real  estate  or  something  like  that,  needs  some  addi- 
tional financing  for  their  exports,  that  750  limit  could  come  into 
play  and  cause  a  problem,  at  least  working  with  the  SBA.  You  have 
to  go  to  the  Exim  Bank.  We  note  that  the  SBA's  guarantee  is  that 
85  percent,  but  again  we  understand  that  is  going  to  go  to  90  per- 
cent with  harmonization  with  Exim  Bank. 

The  one  other  area  I  would  like  to  comment  on  briefly  and  that 
is  the  export  assistance  centers  that  are  being  established.  Our 
concern  in  that  the  Exim  component  of  the  Seattle  center  is  going 
to  be  the  Washington  Export  Assistance  Center  and  that  is  what 
we  understand  is  that  is  a  State  funded  program.  We  doubt  the 
taxpayers  in  the  State  of  Washington  are  going  to  want  their  rep- 
resentatives running  around  Oregon  assisting  Oregon  companies. 
We  feel  that  the  Export  Assistance  Center  has  some  real  value  in 
helping  to  analyze  and  structure  and  package  loans  for  small  busi- 
nesses in  particular  and  then  they  can  present  those  to  the  bank. 

I  think  one  of  the  other  problems  the  banks  have  had  is  that 
working  with  small  businesses.  If  they  feel  it  is  going  to  take  a  lot 
of  time  and  effort  and  not  get  the  right  return  out  of  it,  they  are 
not  as  interested,  they  don't  go  out  and  seek  and  help  out  those 
companies.  Perhaps  export  assistance  here  could  play  a  role  in 
that. 

Thank  you  very  much. 

Chairman  Wyden.  Thank  you.  Excellent  testimony  and  we  will 
have  some  questions  in  a  moment. 

We  welcome  Mr.  Dausz,  please. 
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TESTIMONY  OF  FRANK  DAUSZ,  GEORGE  S.  BUSH  &  CO. 

Mr.  Dausz.  Mr.  Congressman,  I  appreciate  the  invite.  Mark  was 
good  enough  to  give  me  5  minutes  and  also  asked  specifically  what 
to  cover,  so  I  will  go  down  your  questionnaire  one  by  one.  The 
freight  forwarding  business  is  basically  a  business  to  assist  export- 
ers in  the  nuts  and  bolts  of  having  the  transaction  go  through.  It 
is  easily  described  as  being  the  logistics  services  and  falls  into 
three  categories.  All  the  Government  compliance  issues  we  gen- 
erally take  care  of. 

Questions  to  Uncle  Sam:  May  I  export  this?  How  do  I  classify  it? 
How  do  you  want  to  look  at  that,  as  well  as  the  other  Government 
compliance  issues  having  to  do  with  import  permits  to  foreign  coun- 
try exchange  permits,  proper  documentation  and  classifications.  So, 
Government  compliance  is  an  area  that  we  work  very  heavily  in. 

The  other  part  of  our  service  has  to  do  with  just  transportation 
and  the  logistics  of  distribution  of  these  products.  So,  in  a  small 
measure  you  can  call  us  travel  agents  for  cargo  but  in  fact,  we  seek 
out,  sort  out,  and  find  the  best  way  to  get  the  product  to  that  par- 
ticular market. 

Then  last  but  not  least,  we  assist  exporters  through  the  intrica- 
cies of  the  banking  systems.  So,  the  reason  for  our  business'  exist- 
ence is  that  neither  Government  nor  transport  nor  the  banking  sys- 
tems are  particularly  user  friendly,  therefore  there  is  a  need  for 
service  and  that  is  what  we  do. 

So,  in  a  sense  we  are  really  the  nuts  and  bolts  guys  of  inter- 
national trade.  I  think  we  are  where  the  tire  hits  the  road.  None 
of  the  macroeconomic  theory  applies  to  our  business.  It  is  really 
pretty  much  transaction-by-transaction  assistance. 

We  interface  with  the  Federal  programs  primarily  through  mak- 
ing referrals  to  our  clients  and/or  we  participate  and  historically 
have  participated  with  the  Federal  and  State  government  with  a 
wide  variety  of  educational  programs,  show  and  tell,  dog  and  pony 
shows  throughout  the  whole  region.  So,  to  that  extent  we  have 
been  a  major  participant  in  export  promotion  work. 

I  think  the  question  asked  is  what  type  of  export  assistance  is 
most  needed  by  small  businesses.  From  where  we  sit  we  find  abys- 
mal ignorance  upon  most  small  businesses  and  consequently  we 
think  that  the  education  and  training  portion  of  it  is  really  the  crit- 
ical part.  Over  the  years,  my  company  in  particular  has  developed 
a  very  succinct  sort  of  a  training  program  for  importers  and  export- 
ers and  sort  of  put  together  an  international  order  of  processing 
training  session,  which  we  are  finding  is  working  pretty  well  be- 
cause we  are  able  to  reduce  something  fairly  complex  into  about  a 
day's  presentation,  so  that  has  been  useful.  I  think  to  the  extent 
that  Government  is  going  to  be  involved  in  trade  and  trade  pro- 
motion, I  think  you  need  to  always  keep  in  mind  the  obligation  to 
reach  out  and  try  to  educate  is  a  very  important  part. 

As  far  as  to  the  question  of  accessibility  of  export  assistance  to 
small  businesses,  what  advantages  are  there,  it  has  been  stated  be- 
fore by  other  presenters  here  there  is  no  doubt  in  our  mind  that 
the  Federal  Government  has  a  maior  obligation,  an  opportunity  to 
provide  that  broad  spectrum  of  trade  information. 

U.S.  foreign  commercial  service  offices  throughout  the  world  are 
critical  for  not  only  background  information  but  we  have  been  very 
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fortunate  in  having  excellent  service  by  the  overseas,  the  USF&G 
people  in  just  putting  up  the  fliers.  We  are  very  pleased  that  that 
is  there. 

I  have  labored  through  various  studies  over  the  last  5  years,  10 
years,  the  Rockefeller  study,  the  council  general  study  on  the 
USF&G,  all  basically  conclude  and  we  conclude,  private  sector,  too, 
that  the  Government  must  continue  to  do  that  and  maintain  those 
kinds  of  resources  for  us. 

The  place  where  we  generally  shine  in  terms  of  delivering  non- 
Federal  services  is  really  pretty  much  in  the  day-to-day  nuts  and 
bolts  transactions  that  occur.  We  are  the  mechanics,  if  you  will,  of 
international  trade. 

I  think  there  are  a  couple  of  ways  that  we  can  see  that  you  could 
improve.  First  of  all,  I  don't  really  see  any  new  programs,  the  ne- 
cessity of  any  kind.  I  think  over  the  last  30  years  of  export  pro- 
motion, a  number  of  things  have  been  tried  and  retried  and  retried 
again  and  I  have  been  through  most  of  them  and  as  a  matter  of 
fact,  I  think  that  today  we  are  at  a  level  that  is  about  as  good  as 
it  gets  in  terms  of  programs.  I  think  that  we  have  some  problems 
with  the  delivery  of  those  programs  sometimes. 

We  would  like  to  maybe  suggest  that  USF&G  and  other  Federal 
agencies  work  closer  with  the  freight  forwarding  industry  and  dep- 
utize us.  For  example,  Bill  Schrage's  shop  here  in  town  has  about 
five  or  six  people.  I  have  25  export  staff.  I  welcome  the  opportunity 
to  take  maybe  five  of  those  staff  people  and  train  them  in  the  very 
basics  so  we  can  actually  promulgate  more  and  better  some  of  the 
programs  that  Commerce  has  so  we  could  be  somewhat  deputized 
in  that. 

USF&G  also  has  a  fairly  sophisticated  E-mail  system  but  it  is 
only  accessible  to  them.  I  would  suggest  again  that  for  certain 
qualified  forwarders  that  we  be  allowed  to  access  their  E-mail  sys- 
tem, so  I  can  ask  the  officer  and  so  I  have  access  rather  than  hav- 
ing to  work  through  a  translation. 

The  government  approach  is  still  a  little  bit  behind  the  times  and 
I  really  appreciate  your  earlier  comments  having  to  do  with  focus 
it  on  the  customer.  I  don't  think  that  the  Federal  establishment 
has  yet  gotten  there.  A  good  case  in  point  would  be,  for  example, 
USF&G's  job  is  to  promote  exports.  At  the  same  time,  hidden  be- 
hind the  wall  is  something  called  BXA  in  export  control. 

It  is  one  thing  to  go  ahead  and  just  carol  the  drum  and  get  peo- 
ple excited  about  exporting  and  then  kind  of  downplay  the  notion 
that  Uncle  Sam  is  the  major  controller  of  issues  at  stake.  I  have 
got  a  current  case  with  an  exporter  who  is  under  investigation  for 
some  alleged  misconduct  relative  to  export  protocols.  Small  busi- 
ness, we  think  he  is  clean  but  there  is  a  big  cloud  that  hangs  over 
his  head. 

So,  when  you  are  delivering  the  good  news  about  the  benefits  of 
exporting  and  the  global  markets,  you  need  to  simultaneously  con- 
currently also  deliver  the  regulatory  message  at  the  same  time.  So, 
Richard  Pearl's  reign  I  think  was  during  that  era  that  the  Depart- 
ment split  U.S.  FG&D  apart  and  from  an  enforcement  point  of  view 
it  makes  excellent  sense.  From  a  user  point  of  view,  it  really  is  a 
bad  deal.  So,  I  think  you  need  to  look  at  that.  It  is  not  enough  to 
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promote  exports,  you  must  facilitate  the  regulatory  process  at  the 
same  time. 

That  is  about  it.  Thank  you  for  the  opportunity. 

Chairman  Wyden.  Very  good  and  very  helpful.  We  will  have 
some  questions,  Frank,  in  a  few  minutes. 

Mr.  Schrage  welcome.  Thank  you.  Thank  you  for  your  patience. 

TESTIMONY  OF  BILL  SCHRAGE,  DEPARTMENT  OF  COMMERCE 

Mr.  Schrage.  Thank  you,  Congressman  Wyden.  I  think  the  pa- 
tience is  well  worth  it  because  I  think  I  am  glad  to  be  last  instead 
of  first  today.  I  have  submitted  for  the  record  an  outline  of  my  tes- 
timony and  I  am  glad  I  did  because  with  your  permission,  I  would 
like  to  spend  some  time  commenting  and  responding  to  some  of  the 
things  that  have  been  said  earlier  and  with  your  patience  it  might 
be  a  little  disjointed  because  I  am  working  off  of  notes,  if  that  is 
all  right  with  you. 

Chairman  Wyden.  Please  proceed. 

Mr.  Schrage.  First  of  all,  commenting  on  something  Frank  just 
mentioned,  if  you  would  like  me  to  comment  on  the  Bureau  of  Ex- 
port Administration  ideas  he  has  had,  I  would  be  glad  to  but  I 
won't  take  time  for  that  right  now. 

We  in  the  United  States  &  Foreign  Commercial  Service,  which 
I  may  refer  to  as  U.S.  &  FCS  as  I  talk,  is  the  lead  government 
agency  for  n  on  agricultural  export  promotion,  which  means  for  ex- 
ample with  regards  to  trade  associations  like  the  Western  Wood 
Products  Association,  there  will  be  times  when  we  can  help  them, 
there  are  times  when  the  FAS  needs  to  help  them  and  we  still  run 
into  some  bureaucratic  gray  areas  with  the  FAS  which  you  are 
probably  quite  well  aware  of. 

Our  worldwide  network — and  we  are  the  only  U.S.  Government 
trade  agency  that  has  a  worldwide  network — is  located  in  approxi- 
mately 200  cities.  About  two-thirds  of  those  are  in  embassies  and 
consulates  overseas  and  another  70  offices  around  the  United 
States. 

Those  70  offices  are  planned  to  expand  to  101  offices  in  2  years 
with  the  opening  of — obvious  subtraction — 31  offices  the  whole  sys- 
tem will  be  termed  as  export  assistance  centers.  Some  regional 
some  districts  but  there  will  be  a  new  label  for  some  of  these  of- 
fices. I  will  talk  about  that  in  a  moment. 

Our  target  clients  are  small-  and  medium-sized  companies.  Now, 
what  that  means  is  that  outreach,  our  initiatives  are  toward  small- 
and  medium-sized  companies.  We  do  help  large  companies  but  our 
policy,  our  standard  policy  nationwide,  including  here  in  Oregon,  is 
to  assist  primarily  on  a  reactive  basis  when  they  come  to  us  with 
special  problems.  We  believe  our  network  can  address  these  kinds 
of  things  but  we  don't  spend  time  courting  their  business  and  I 
would  be  happy  to  comment  on  your  earlier  comment  about  the 
China  mission  if  you  would  care. 

[Mr.  Schrage's  statement  may  be  found  in  the  appendix.] 

Chairman  WYDEN.  Correct  me  if  I  am  wrong,  are  there  many 
small  businesses  on  that  trip  with  Mr.  Brown? 

Mr.  Schrage.  I  don't  have  a  list  of  the  companies  that  went.  I 
heard  what  you  said  earlier.  Pretty  clearly  those  are  large  corpora- 
tions. 
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If  you  wish,  I  could  comment  on  that  particular  thing.  But  I 
should  indicate  that  high  level  officials  from  the  Commerce  Depart- 
ment also  lead  trade  missions  to  other  countries  that  include  a  lot 
of  small  companies.  We  certainly  invite  them  to  participate.  So,  it 
is  not  the  exclusive  domain  of  the  big  guys. 

My  own  experience  overseas,  and  I  can  only  hazard  this  as  a 
guess  as  to  why  this  mission  to  China  was  this  way,  is  that  I  am 
not  sure  of  the  reason  in  this  case,  but  that  oftentimes  in  a  hard 
to  penetrate  challenging  markets,  as  China  would  be,  for  small 
business,  certainly,  that  if  they  see  that  large,  well-known  Amer- 
ican companies  are  already  there  and  see  it  as  a  good  market,  they 
may  be  encouraged  to  come  along  or  even  subcontract  to  some  of 
these  big  companies  as  a  way  of  getting  their  products  into  the 
market.  So,  it  doesn't  necessarily  show  that  we  favor  the  big  com- 
panies only  or  that  it  is  only  the  grounds  for  big  guys. 

Chairman  Wyden.  I  don  t  want  to  belabor  this  and  I  think  your 
point  about  making  sure  that  there  are  connections  between  small 
companies  and  big  companies  is  a  good  one.  I  hammered  at  it  con- 
tinually, even  in  the  context  of  NAFTA,  talking  about  how  compa- 
nies like  Freightliner,  for  example,  have  hundreds  of  small  busi- 
nesses that  are  subcontractors. 

I  just  think  that  the  Department  needs  to  understand  the  sym- 
bolism of  what  is  at  stake  here  is  that  here  is  Mr.  Brown,  who  I 
think  has  done  good  work  and  certainly  has  worked  very  coopera- 
tively with  this  subcommittee,  in  a  position  to  send  a  very  powerful 
message  about  where  this  country  is  headed  in  terms  of  export  pol- 
icy in  lucrative  markets  and  I  think  what  we  need  to  do  is  balance 
out  that  picture.  We  shouldn't  take  fewer  large  businesses  and 
CEO's  of  large  companies. 

What  we  need  to  do  is  send  a  message  that  it  is  equally  as  im- 
portant to  our  Department  of  Commerce  to  get  these  small  folks 
into  the  act.  This  is  not  to  say  that  this  is  in  any  way  something 
that  has  done  irreparable  damage  or  anything  of  the  sort.  I  think 
we  need  to  tap  every  kind  of  opportunity. 

Mr.  Schrage.  Point  well  taken.  I  already  made  note  of  it  earlier 
and  I  will  make  sure  that  that  point  gets  passed  along. 

I  was  a  little  surprised  earlier,  if  I  may  say  this,  oy  the  State  s 
testimony  indicating  they  think  we  don't  do  one-on-one  counseling 
with  companies.  In  fact,  that  is  our  prime  mission  through  our  do- 
mestic offices  in  the  United  States  is  to  reach  out  one-to-one. 

While  there  are  always  a  lot  of  statistics,  I  think— for  example, 
I  know  what  they  are  here  in  Oregon.  In  the  last  3  years  we  have 
had  approximately  3,000  counseling  sessions  through  our  office 
with  companies  around  the  State.  Pretty  clearly,  the  vast  majority 
of  those  are  going  to  be  what  we  call  small  and  really  small  compa- 
nies. So,  that  is  what  we  feature. 

We  have  market  entry  services  for  which  we  charge  a  fee  and  we 
try  to  get  companies  into  events  and  there  are  fees  to  participate 
in  those.  But  unlike  the  State,  we  don't  charge  for  our  counseling 
time,  we  don't  charge  companies  to  spend  time  with  us  and  we 
don't  ask  them  to  cover  our  overhead  when  we  go  to  see  them  in 
Medford  or  Eugene  or  Bend  and  those  kinds  of  things. 

I  would  also  offer  for  the  record  the  opinion  that  you  are  going 
to  have  probably  as  many  different  ways  of  approaching  exporters 


31 

by  State  agencies  as  you  will  States  and  so  States  have  very  dif- 
ferent types  of  ways  they  promote  exports. 

Our  mission  is  homogeneous  across  the  country.  So,  as  I  mention, 
we  target  the  small-  and  medium-sized  companies  and  we  go  after 
them.  We  don't  discriminate,  except  if  they  have  never  exported  be- 
fore, we  have  a  responsibility  to  refer  them  to  an  appropriate  trade 
partner  for  the  proper  training  and  education  and  counseling  to 
bring  them  up  to  speed. 

In  that  context  here  in  Oregon,  I  don't  think  it  has  been  ade- 
quately pointed,  out  at  least  in  testimony  here  today  so  far,  that 
the  Small  Business  International  Trade  Program  represented  by 
Tom  Nyland — who  I  believe  is  seated  behind  me — is  probably  what 
I  would  consider  a  national  model  for  how  pre-exporters  can  be 
brought  into  the  mainstream  of  exporting.  Some  will  drop  out  along 
the  way,  but  many  will  end  up  exporting. 

In  this  State,  the  SBITP  does  an  excellent  job  of  getting  people 
ready  and  typically  the  way  it  works  in  the  partnering  network  in 
Oregon  is  once  they  graduate  from  those  kinds  of  programs  either 
we  or  the  State  or  sometimes  both  of  us  will  pick  them  up  and  as- 
sist them.  So,  we  oftentimes  are  referring  people  who  come  to  us 
who  know  nothing  about  exporting  but  are  interested  to  the  SBITP 
which  is  right  down  the  hall  from  us  in  the  Trade  Center,  and  I 
am  not  aware  of  anybody  that  has  ever  come  back  to  us  and  said 
they  didn't  get  the  assistance  that  they  needed  at  that  stage  in  the 
process. 

Chairman  Wyden.  So  what  you  are  saying  is  that  the  reactive 
aspect  of  the  system  works  well. 

Mr.  Schrage.  Yes,  but  I  think  the  outreach  does  also. 

Chairman  Wyden.  Who  does  the  outreach  now? 

Mr.  Schrage.  We  do  outreach.  We  spend  over  half  of  our  my  of- 
fice's budget,  for  example,  in-State  travel  going  out  to  see  compa- 
nies. In  fact,  64  percent  of  our  office's  budget  is  involved  in  going 
out  making,  for  the  most  part,  one-on-one  calls.  Occasionally  those 
are  calls  to  multiplier  organizations,  like  some  of  trade  associations 
we  see  here.  As  far  as  I  know,  most  of  those  are  in  Portland.  But 
OETA  used  to  have  an  office  in  Eugene  and  we  have  been  down 
there  to  see  them  when  they  were  there  before. 

Chairman  Wyden.  I  want  to  make  sure  I  got  this  right  because 
what  you  are  saying  sounds  very  impressive  and  very  useful. 

If  I  am  running  Joe's  fertilizer  shop  in  Gresham,  are  you  saying 
that  there  is  a  chance  that  somebody  from  your  operation  is  going 
to  come  knock  on  the  door  and  say  that  they  are  from  the  Com- 
merce Department  and  that  they  are  interested  in  talking  to  me 
about  whether  I  might  be  interested  in  exporting  and  trade. 

Mr.  Schrage.  Your  example  is  correct.  The  product  would  belong 
to  the  Department  of  Agriculture  but,  yes,  your  example  is  correct. 
Absolutely. 

Chairman  Wyden.  Joe's  bolt  shop,  so  it  is  not  agriculture.  That 
is  very  impressive.  How  many  such  calls  would  you  all  make  in  a 
year?  Do  you  have  that  data? 

Mr.  Schrage.  We  make  about — total  sessions  with  clients  either 
in  office  or  out  of  office  would  be  about  900  a  year. 

Chairman  Wyden.  These  are  unsolicited  kinds  of  calls? 
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Mr.  Schrage.  They  are  both.  Some  are  unsolicited.  Some  come 
to  us  as  leads  from  trade  partners  like  the  trade  associations,  with 
banks  or  freight  forwarders.  In  other  cases,  we  go  look  for  them. 
We  try  to  find  out  who  is  out  there  that  is  capable  of  exporting  that 
we  don't  know  about  and  we  call  on  them,  introduce  ourselves  and 
spend  time  with  them  to  let  them  know  what  we  can  do  to  help. 

Chairman  Wyden.  It  would  be  very  helpful  for  us  to  get  a  sense 
of  how  many  of  these  unsolicited  calls  you  have  made  in  the  last 
year,  and  maybe  even  a  cross-section  of  what  they  produced.  I 
would  be  interested.  I  was  not  aware  of  this,  it  sounds  very  useful 
and  I  would  like  to  see  if  we  can  get  more  on  it. 

Mr.  Schrage.  We  don't  keep  data  on  that  exactly,  sir,  but  I  can 
probably  talk  with  my  staff  and  we  can  get  a  rough  approximation 
including  the  people  who  answer  the  phones  and  then  refer  people 
to  our  trade  specialists. 

If  I  might,  I  would  like  to  add  one  other  statistic  that  we  think 
reflects  what  we  do  with  small  companies.  In  the  last  3  years,  we 
keep — we  have  to  keep  records  of  these  kinds  of  things.  We  have 
assisted  108  different  companies  in  Oregon  enter  foreign  markets, 
new  foreign  markets,  some  for  the  first  time  in  exporting  and  many 
just  new  foreign  markets.  These  represent  55  different  countries,  so 
it  is  very,  very  diverse  also  where  we  send  them. 

Now,  admittedly  we  use  our  foreign  service  network  to  help  us. 
Of  the  108  companies  that  we  have  assisted  get  into  foreign  mar- 
kets, 80  of  them  have  less  than  50  employees. 

Yesterday  in  preparation  for  this  testimony  I  checked  our  records 
and  found  that  8  out  of  those  108  companies  have  just  one  em- 
ployee. How  could  they  do  it?  They  have  a  product  ready  to  go. 
They  had  commitments.  Many  of  those  get  trained  by  the  SBITP 
and  they  are  ready  to  go  and  we  deem  them  export  ready,  so  we 
will  work  with  anybody  that  fits  a  certain  broad  criteria  of  export 
ready. 

Chairman  Wyden.  Anything  else  you  would  like  to  add? 

Mr.  Schrage.  I  think  much  of  the  rest  is  in  the  written  testi- 
mony and  Tom  and  Frank  have  covered  the  ground  pretty  well. 

Thank  you. 

Chairman  Wyden.  Mr.  Lowles,  let's  go  to  you  if  we  might.  Some 
have  proposed  that  Export-Import  establish  what  is  called  a  pro- 
gram of  delegated  authority.  Under  this  kind  of  arrangement  cer- 
tain banks  could  provide  Exim  services  directly,  bypassing  the 
Exim  formal  system. 

Do  you  think  something  like  this  would  be  valuable  and  is  this 
something  you  all  are  interested  in? 

Mr.  Lowles.  Yes,  we  are.  We  do  think  it  would  be  valuable.  You 
have  in  the  SBA  the  same  thing  where  banks  have  delegated  au- 
thority and  can  commit,  for  instance,  the  SBA  to  a  particular  loan, 
providing  they  meet  certain  criteria.  The  Exim  Bank,  as  we  under- 
stand the  program,  will  be  doing  the  same  thing,  with  some  prior 
experience  on  the  part  of  the  bank  with  Exim  Bank.  There  are  a 
couple  of  different  levels  and  they  are  doing  that  now,  as  I  under- 
stand it. 

Our  particular  bank,  in  our  bank  in  New  York  already  has  at  a 
certain  level.  That  would  improve  certainly  access  to  the  programs 
if  the  banks  can  have  local  authority.  One  of  our  big  problems  is 
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if  you  are  working  with  Washington,  with  the  time  difference  and 
the  distance,  it  can  become  a  problem  just  in  communication. 

Chairman  Wyden.  I  know  that  story.  Is  it  also  a  problem  that 
profit  margins  on  small  businesses  simply  aren't  good  enough  to 
make  them 

Mr.  Lowles.  At  times  that  can  be  a  problem.  If  you  are  looking 
at  a  small  business  that  needs  $50,000  to  complete  an  export  order, 
as  a  bank  we  can  be  involved,  as  Frank  has  talked  about  or  Bill 
talked  about,  a  customer  or  company  that  has  had  very  little  expe- 
rience and  doesn't  understand  the  methods  of  payment,  there  is  a 
lot  of  education  and  training  that  goes  into  that.  There  is  an  in- 
vestment, though,  that  if  that  exporter  is  successful  and  later  on 
does  more  deals,  there  will  be  a  return  at  some  future  point  and 
that  is  one  of  the  things  that  we  will  look  at  is  that  opportunity. 
But,  yes,  I  think  that  is  something  the  banks  have  to  analyze  when 
they  look  at  this. 

Chairman  Wyden.  Another  proposal  has  been  to  promote  some- 
thing called  "bundling,"  which  involves  packaging  together  a  series 
of  small  loans  to  importers  of  U.S.  business  into  a  single  large  se- 
curity floater  in  the  capital  markets.  Is  that  something  you  think 
would  be  useful? 

Mr.  Lowles.  I  have  heard  of  that.  I  know  there  has  been  one  for 
Mexico  that  Exim  Bank  has  done.  I  think  that  would  come  into 
play  if  the  banks  want  to  sell  the  loans  for  some  particular  reason, 
utilize  the  monies  that  come  back  in  to  relend.  So,  if  they  have 
problems  with  not  having  enough  capital  to  lend  out,  perhaps  that 
becomes  of  use,  but  in  general — at  our  level  anyway — I  haven't 
seen  that  to  be  necessary,  and  I  think  you  would  have  to  do  a  lot 
of  different  things  to  be  able  to  securitize  it. 

Chairman  Wyden.  Now,  the  administration's  TPCC  report  says 
it  is  going  to  encourage  private  banks  to  return  to  export  finance 
markets.  They  also  say  they  may  recommend  giving  banks  CRA 
credits  for  small  business  trade  finance.  Is  that  something  that  you 
think  would  be  useful  or  is  this  just  Washington  rhetoric. 

Mr.  Lowles.  Again,  I  will  go  back  to  my  bank  as  an  example, 
the  Key  Bank  now.  We  are  part  of  a  large  national  organization, 
but  up  until  about  4  years  ago  if  a  company  wanted  to  finance  their 
foreign  receivables,  unless  they  were  insured  we  would  not  allow 
them  to  include  those  in  the  bargaining  base.  Today  we  will  look 
at  those  on  an  uninsured  basis  as  well  as  an  insured  basis. 

I  think  banks  in  general  are  looking  at  the  export  market  seeing 
what  is  going  on  and  recognize  there  is  than  awful  lot  of  business 
they  are  perhaps  passing  up  or  not  properly  servicing. 

On  its  own  I  think  banks  are  coming  back.  I  don't  know  if  there 
is  any  legislation,  unless  some  regulatory  issues  in  terms  of  the 
way  regulators  look  at  those  loans  and  they  treat  them  in  a  dif- 
ferent manner  as  risky  or  something  like  that,  that  they  discourage 
banks  from  getting  involved,  that  could  be  an  issue. 

Chairman  Wyden.  If  you  could  wave  your  wand  and  the  Federal 
Government  could  do  just  one  or  two  things  to  help  local  and  re- 

fional  banks  to  do  more  in  trade  finance,  what  would  your  wand 
it? 

Mr.  Lowles.  My  wand  would  probably  hit  at  the  SBA  right  now 
with  the  new  change.  They  have  got  an  export  working  capital  pro- 
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gram.  They  revamped  it  and  they  are  saying  we  will  look  at  a 
transaction  and  guaranteeing  a  loan  in  financing  a  transaction.  If 
there  is  enough  profit  in  that  transaction,  you,  the  bank,  can  con- 
trol the  flow  funds  with  normal  international  methods.  Then  we 
will  guarantee  it  even  though  that  company  might  have  leverage 
of  eight-to-one.  This  is  an  example  they  used  in  a  recent  meeting 
we  had  with  the  SBA  in  their  outreach  program. 

Traditionally,  a  bank,  if  you  get  a  company  that  has  leveraged 
more  than  three-to-one,  for  instance,  they  start  backing  away,  too 
much  leverage.  If  leverage  becomes  less  of  an  issue  and  the  real 
issue  is  the  transaction,  how  much  profit  is  in  the  transaction,  how 
do  you  control  that  transaction,  then  I  think  that  has  a  lot  of  posi- 
tive benefit  for  Oregon  companies. 

Chairman  Wyden.  Let's  move  if  we  could. 

Frank,  the  Washington  talk  is  all  about  national  export  strate- 
gies and,  like  you  said,  you  listened  to  a  variety  of  plans  and  pro- 
posals over  the  last  few  years.  I  think  at  the  same  time  what  you 
have  really  been  saying  is  that  your  job  is  nuts  and  bolts  and  it 
is  hands-on,  and  what  the  Government  really  ought  to  focus  on  is 
removing  barriers,  removing  barriers  and  letting  people  like  your- 
selves go  out  and  do  your  thing. 

What  would  be  the  two  or  three  barriers  that  you  would  most 
like  removed  in  order  to  make  it  easier  for  the  hands-on  movement, 
of  which  you  are  a  part,  to  kick  in? 

Mr.  Dausz.  It  has  been  around  forever,  Congressman.  It  has  to 
do  with  the  way  the  Federal  Government  handles  this  export  con- 
trol issues.  They  are  a  hodgepodge  all  over  the  place,  something  ex- 
tremely difficult  to  find  out.  Foreign  asset  controls  are  buried  some- 
where in  Treasury.  BXA  is  somewhat  invisible. 

The  State  Department,  for  those  companies  that  are  involved  in 
munitions,  is  going  to  be  somewhat  invisible,  but  then  you  have  got 
all  of  the  gray  areas  in  between  so  you  have  a  multiplicity  of  agen- 
cies that  have  been  tasked  to  administer  all  of  these  varied  trade 
laws,  export  control  laws  and  so  on. 

I  can't  believe  that  the  Federal  Government  couldn't  come  up 
with  a  matrix,  just  a  matrix  so  that,  if  this,  then  you  go  over  here. 
If  it  is  an  agricultural  certification  issue,  then  it  is  here.  The  public 
will  know  that. 

I  asked  years  ago  the  Department  of  Agriculture,  for  example,  to 
provide  with  us  a  matrix  of  the  various  certification  programs  that 
the  USDA  has.  After  about  3  months  of  making  all  kinds  of  calls 
from  department  to  department,  there  wasn't  anywhere  within  the 
Department  of  Agriculture  that  there  was  a  single  instrument,  doc- 
ument, organizational  chart  that  would  say  here  is  the  compen- 
dium of  what  we  do  for  U.S.  agricultural  exporters. 

So,  a  matrix  system  that  would  allow  us  to  navigate  quickly 
through  the  export  control  regimen  would  be  one  of  the  major 
things  that  you  could  do. 

Chairman  Wyden.  Sounds  too  logical. 

Mr.  Schrage,  could  something  like  that  be  done? 

Mr.  Schrage.  Well,  it  is  very  reasonable.  I  think  the  whole  ex- 
port control  structure  is  in  such  a  state  of  turmoil  and  evolution 
right  now  that  I  don't  really  know  who  the  players  are  going  to  be 
even  6  months  from  now,  but  Frank's  observations  about  some  hid- 
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den  away  and  others  not  is  certainly  quite  true.  Even  for  us  some- 
times it  is  hard  to  get  ahold  of  foreign  assets  and  control  in  Treas- 
ury to  ask  a  question  or  to  figure  out  what  is  their  jurisdiction,  the 
changing  role  of  the  Defense  Department,  et  cetera.  I  think  it 
might  be  like  trying  to  keep  track  on  who  is  a  major  league  base- 
ball team  from  one  year  to  the  next.  It  keeps  changing. 

Chairman  Wyden.  Yes,  but  let's  take  your  analogy  to  major 
league  baseball.  The  roster  is  printed.  It  says  Joe  Jones,  shortstop, 
5'  10",  214.  I  am  gathering  from  what  Frank  is  saying,  that  on  any 
given  day  you  can't  get  a  piece  of  paper  that  says  here  are  what 
the  rules  with  which  you  have  to  comply. 

Is  that  right? 

Mr.  Dausz.  We  have  made  it  our  business  to  figure  it  out,  but 
believe  me  it  is  not  easy.  The  Federal  Government  has  made  it 
very,  very  difficult  in  chopping  it  up  within  the  various  executive 
agencies  and  the  last  attempt  goes  back  a  number  of  years  where 
I  think  there  was  a  serious  proposal  to  invent  something  called  an 
international  trade  executive  department  of  some  sort  that  would 
sort  of  bring  together  all  the  trade  interests  at  the  Federal  level 
and  it  failed. 

Subsequent  to  that,  the  Trade  Omnibus  Bill  did  jawboning  in  leg- 
islation and  said  you  ought  to  come  together,  you  ought  to  cooper- 
ate with  these  various  programs,  and  you  ought  to  do  such  and 
such.  Internally  I  think  they  did,  but  again  from  the  user  point  of 
view,  it  was  almost  invisible  whether  or  not  any  activity  occurred, 
so  I  would  say  a  major  outreach  program  by  the  Federal  Govern- 
ment would  be  in  order. 

Chairman  Wyden.  What  do  you  think  of  this  outreach  program 
that  Mr.  Schrage  has  now? 

Mr.  Dausz.  Bill  is  doing  what  he  can  with  the  limited  resources 
that  he  has.  My  suggestion,  since  he  is  definitely  limited,  is  that 
Commerce  ought  to  consider  multiplier  organizations  such  as 
freight  forwarders,  banks,  trade  associations  and  so  on  and  depu- 
tize them  in  some  sort  of  way  to  go  ahead  and  promulgate  some 
of  those  programs.  The  good  ones  will  certainly  find  their  way  back. 

Chairman  Wyden.  It  is  an  idea  we  will  follow  up.  It  is  really  not 
very  different  from  the  Cooperator  Program. 

Mr.  Schrage.  Could  I  add  a  comment  to  that? 

Chairman  Wyden.  Sure. 

Mr.  Schrage.  In  my  written  testimony,  one  of  things  I  suggest 
we  do  more  of  is  including  using  the  network  of  banks  around  the 
State  which  I  think  is  an  underutilized  network  for  export  pro- 
motion. 

Chairman  Wyden.  Mr.  Schrage,  one  of  the  things  that  jumps  out 
at  you  in  the  TPCC  report  is  the  concern  about  19  agencies  and  the 
100-plus  programs  and  why  it  is  so  tough  to  bring  about  some  sort 
of  consolidation  in  the  Nation. 

I  don't  want  to  get  you  in  trouble  and  have  everybody  in  Wash- 
ington, DC  jumping  down  your  throat,  but  what  might  we  do  here 
to  try  to  squeeze  some  more  value  out  of  these  services  which  do 
seem  to  be  strewn  sort  of  hither  and  yon. 

Mr.  Schrage.  There  are  a  couple  or  three  comments,  one  of 
which  would  be  personal.  Some  of  those  19  agencies  play  a  much 
more  important  role  than  others  relatively.  The  role  out  of  the  ex- 
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port  assistance  centers  is  meant  to  forcibly,  if  they  are  unwilling, 
coordinate  the  services  of  some  of  the  key  agencies  at  least  in  the 
regional  centers  and  the  district  centers,  use  them  on  a  hub  and 
spoke  concept,  to  take  advantage  of  those  services  in  the  field,  rath- 
er than  having  the  companies  have  to  access  them  just  in  Washing- 
ton, DC. 

I  happen  to  be  a  member  of  a  small  group  of  people  who  is  going 
to  go  around  starting  next  month  and  assess  the  results  of  the  first 
four  EAC's  that  have  already  been  set  up.  We  are  interested  in  how 
that  is  going.  This  is  the  best  idea  I  have  seen  so  far  to  coordinate 
those  agencies  and  bring  those  services  to  the  field. 

The  personal  comment  would  be  I  think,  short  of  having  a  de- 
partment of  industry  and  trade  where  everybody  is  under  one  roof, 
I  think  this  may  be  at  least  currently  the  best  solution. 

Chairman  Wyden.  Now,  you  clearly  have  been  trying  to  reach 
out  to  small  businesses,  and  one  of  the  reasons  we  wanted  the 
Portland  regional  office  to  come  is  that  we  do  get  good  reports  from 
folks  about  a  lot  of  your  work. 

At  this  point,  what  kind  of  lessons  would  you  want  to  pass  on 
to  local  companies  that  are  interested  in  getting  into  foreign  mar- 
kets and  may  not  know  how  to  get  started? 

Mr.  Schrage.  General  lessons.  To  be  successful  you  need  to  have 
an  exportable  product  that  is  ready  to  go.  You  need  to  be  commit- 
ted to  at  least  a  modest  export  marketing  campaign.  You  need  to 
be  focused  on  maybe  no  more  than  a  couple  of  markets  at  once, 
maybe  one  if  that  makes  the  most  sense,  and  then  get  the  right 
people  to  work  with  right  away.  As  a  basis,  you  need  a  good  banker 
and  a  good  freight  forwarder.  That  is  I  think  not  just  personal 
opinion,  I  think  most  people  would  agree. 

Beyond  that,  when  you  reach  out  to  the  public  sector  for  assist- 
ance, you  want  to  make  sure  you  are  working  with  people  who  can 
provide  some  real  value  added  to  your  export  effort.  One  of  the  ad- 
vantages of  the  collocation  situation  we  have  in  the  World  Trade 
Center  is  everybody — except  SBA  and  we  are  encouraging  them  to 
send  their  tradeofficer  to,  shall  we  say,  cohabitate  with  us — is  in 
one  place  so  it  is  easy  for  people  in  a  relatively  short  period  of  time 
to  sort  out  with  whom  they  are  going  to  be  working. 

Chairman  Wyden.  Well,  it  is  really  interesting  as  well  as  a  good 
way  to  wrap  up,  the  kind  of  suggestions  you  give  for  small  busi- 
nesses and  really  getting  it  down  to  the  nuts  and  bolts  kind  of 
things  that  Frank  is  talking  about  as  well. 

Here  we  are  talking  about  one  out  of  five  jobs  in  Oregon.  We  are 
talking  about  the  portion  of  the  Northwest  economy  that  really  is 
growing,  that  is  producing,  that  really  has  exceeded  realistic  expec- 
tations, certainly  from  the  standpoint  of  the  early  returns  about 
NAFTA.  We  will  be  able  to  compound  that  when  we  get  GATT 
through,  and  at  the  same  time  we  know  that  with  a  handful  of  peo- 
ple here,  we  are  working  over  nuts  and  bolts  issues.  It  certainly  is 
not  really  sexy  or  really  glamorous  and  would  not  compete  with 
some  piece  of  evidence  coming  in  the  O.J.  Simpson  trial.  I  just 
want  you  to  know  that  we  are  going  to  do  the  nuts  and  bolts  kind 
of  work  that  you  all  have  been  talking  about,  because  I  think  that 
we  made  a  lot  of  progress  in  the  Northwest  and  I  think  we  can  do 
better. 
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I  think  we  have  heard  good  suggestions  here,  whether  it  be  about 
using  on-line  information  technologies  talking  about  ways  to  con- 
solidate some  of  the  programs,  or  building  on  deputizing  banks, 
freight  forwarders,  and  others  for  expanded  roles,  we  are  going  to 
stay  the  course  and  when  this  package  is  introduced  in  October  ex- 
ports are  going  to  be  right  at  the  center  of  it. 

Please  feel  free  to  pass  on  any  ideas  and  suggestions.  Call  Mr. 
Usellis  evenings  and  weekends,  during  his  free  time  and  vacations. 
You  all  have  been  very  helpful,  an  excellent  hearing.  There  is  still 
a  little  sunshine  you  can  enjoy  today. 

Anybody  want  to  add  anything  further? 

All  right.  We  will  excuse  you  at  this  time.  The  subcommittee  is 
adjourned. 

[Whereupon,  at  12:07  p.m.,  the  subcommittee  was  adjourned, 
subject  to  the  call  of  the  chair.] 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
International  Trade  Administration 
US  &  Foreign  Commercial  Service 

District  Office 

One  World  Trade  Center 

121  S.W  Salmon  St    Suite  242 

Portland,  Oregon  97204 


HEARINGS  ON  EXPORT  ASSISTANCE 
TO  SMALL  BUSINESS 

U.S.  Representative  Ron  Wyden 

House  Small  Business  Subcommittee 
on  Regulation,  Business  opportunities  and  Technology 

Portland,  Oregon 

August  31,  1994 

Testimony  by;  Bill  Schrage,  District  Director,  U.S.  I   Foreign 
Commercial  Service,  U.S.  Department  of  Commerce 

A.  Thanks  for  the  opportunity  to  testify 

B.  Copies  of  this  outline  available  as  handouts 

C.  Background:  What  is  the  U.S.  &  Foreign  Commercial  Service? 

1.  Created  in  1980 

2 .  Lead  USG  agency  for  non-agricultural  export  promotion 

3.  Over  1,300  employees  worldwide  -  95%  world  market  for 

U.S.  exports  -  only  USG  global  trade  agency 

4.  Located  in  70  domestic  sites  and  approx.  130  overseas 

locations  (embassies  and  consulates)  =  200  cities 

5.  Domestic  sites  becoming  "Export  Assistance  Centers" 

6.  Target  export-ready,  small-  and  medium-size  businesses 

7.  Counseling,  market-entry  services,  events 

8.  We  don't  work  alone  -  leverage  many  partners,  e.g. 

state  agencies,  chambers  of  commerce,  ports, 
bankers,  freight  forwarders,  our  network,  etc. 
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9-    Statewide  outreach  in  Oregon  (also  SW  Wash.)  -  over 

1,000  clients  in  our  data  base  -  3  0%  of  meetings 
outside  office  -  new  office  in  Eugene  in  1995 

10.   Portland  office  activities  over  past  three  years: 

a.  over  3,000  counseling  sessions 

b.  108  companies  into  new  export  markets 

representing  55  countries 

c.  80  of  these  companies  -  less  than  50 

employees 

What  more  has  US&FCS  been  doing? 

National 

1.  Rollout  of  EACs  -  TPCC  initiative  -  "hub  and  spoke 

concept"  coordinate  and  bring  key  federal  resources 
closer  to  exporters  -  Ex-Im  Bank  and  SBA  (AID?)  - 
assessment  process  underway 

2.  Trade  finance  counseling  and  training  -  Export 

Enchancement  Act  of  1992 

3.  Expand  domestic  system  from  70  to  101  offices  -  31  new 

ones  (list  of  EAC  sites  as  handout)  -  EUGENE 

4.  "Reinvent"  -  huge  admin  &  paperwork  reductions  -  more 

time  for  exporters  as  a  result 

5.  Multiplier  Development  Cooperator  Program  (MDCP)  - 

appropriated  funds  using  matching  grants  -  example  of 
more  partnering  to  expand  effects  of  federal  export 
promotion  dollars 

Regional 

6.  Regional  teams  of  trade  specialists  -  e.g.  environmental 

technology  team 

Local  and  Statewide 

7.  Encouraging  Portland  SBA  trade  officer  to  co-locate  in 

the  World  Trade  Center  -  EAC  strategy 
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8.  Supporting  efforts  by  SBA,  OBA  and  Ex-Im  to  disseminate 

more  information  on  export  finance  throughout  Oregon 

9.  More  partnering  with  industry  trade  associations, 

e.g.  OETA,  SAO  &  WWPA  (earlier  panel)  +  Wood  Moulding  & 
Millwork  Producers  Assn. 

10.  Spending  64%  of  Portland  office  budget  on  in-state  travel 

to  meet  clients  and  partners 

11.  Since  1990  co-locating  with  other  state  and  private 

partner  agencies  in  the  World  Trade  Center 


What  can  be  done  to  improve  delivery  of  export  assistance  to 
small  business? 

1.  Awareness: 

a.  More  use  of  existing  networks  to  disseminate 
information  on  assistance  available,  e.g.  banks, 
chambers  of  commerce,  SBDCs,  ports,  economic 
development  authorities,  congressional  offices,  media, 
Oregon  District  Export  Council  members,  etc. 

b.  Training  of  partners  -  how  and  when  to  make 
good  referrals 

2.  Improve  small  business  access  to  working  capital 

a.  Banks  need  more  incentive  to  identify  and  to 
help  export  clients  -  use  their  networks  more 
effectively  -  internal  awareness  and  training 

b.  51%  U.S.-  content  rule  for  Ex-Im  working 
capital  guarantee  and  credit  insurance  -  outdated 
concept  in  view  of  NAFTA-type  agreements? 

c.  Ensure  that  SBA  and  Ex-Im  criteria  for  working 
capital  guarantees  give  more  weight  to  the  transaction 
and  less  to  the  traditional  ways,  e.g.  the  exporter's 
time  in  business,  balance  sheet,  or  P&L  statement 

d.  Use  Bankers  Association  for  Foreign  Trade 
(BAFT)  network  "800"  number  (1-800-49-AXCAP) 

e.  Money  to  execute  a  marketing  strategy,  e.g. 
trade  shows,  market  research,  e.g.  MDCP  strategy 

3.  Use  Small  Business  International  Trade  Program  (SBITP)  in 

Oregon  to: 
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a.  Establish  nationwide  model  for  pre-exporter 
training  and  counseling 

b.  Expand  downstate  into  Eugene,  with  us,  to  get 
closer  to  distant  small  business  -  Eugene  EAC?? 

Encourage  Oregon  Bankers  Association  (OBA)  to  expand 
outreach  for  international  finance  counseling 
downstate.  e.g.  in  Eugene 

Ensure  that  SBA's  Export  Legal  Assistance  Network  (ELAN) 
remains  active  and  has  volunteers  in  key  locations 
statewide  to  assist  legal  counseling  of  exporters 

Ensure  that  the  new  Regional  EAC  in  Seattle  includes  a 
strong  trade  finance  component  which  is  truly  regional 
-  EACW  or  PNWER  are  options  under  Ex-Im  Bank 
"City/State"  program? 


CONCLUSION 


Small  business  is  already  active  in  exporting.   Ninety-six 
percent  of  U.S.  exporters  have  less  than  500  employees  -  70%  have 
less  than  100  employees.   Locally,  in  the  past  three  years  we've 
had  eight  clients  with  only  one  fulltime  employee  which  we've 
helped  to  export.   So,  small  business  can  export,  it  just  needs 
some  training,  a  commitment,  a  budget,  and  a  product  ready  to  go. 

Doing  more  seminars  is  not  the  answer.   To  reach  small 
business,  those  of  us  in  government  and  the  private  sector  have 
to  meet  with  them,  usually  one-by-one,  and  often  at  their  place 
of  business.   It's  time-consuming  but  is  the  best  way  to  get  more 
small  companies  into  exporting  -  and  stay  there.   Staying  there 
means  they  have  to  be  well-prepared  before  exporting  - 
understanding  how  to  enter  markets,  how  to  ship  and  get  paid. 

No  one  entity  can  do  it  all.   We  and  others  have  to  combine 
and  leverage  our  talents  -  using  the  principle  of  comparative 
advantage  to  help  small  business  export.   More  than  any,  small 
business  doesn't  have  the  time  and  money  to  search  around,  try 
and  fail  many  times.   We  have  to  help  them  hit  a  bullseye  right 
away  if  they  are  not  to  get  discouraged. 

CONGRESSMAN  WYDEN  we  appreciate  the  opportunity  to 
participate  in  these  hearings  and  welcome  your  interest  in  doing 
more  for  small  business  exporters. 
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